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State of Tennessee o
Health Services and Development Agency
Andrew Jackson Building, 9th Floor, 502 Deadgrick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 I’g: 615-741-9884
o

CERTIFICATE OF NEED APPLICATION
SECTION A: APPLICANT PROFILE

1. Name of Facility, Agency, or Institution

Regional Med Extended Care Hospital, LLC, dba Regional One Health Extended Care Hospital

Name

890 Madison Avenue, 4" Floor Shelby
Street or Route County
Memphis TN 38103
City State Zip Code

Website address: https://www.regionalonehealth.ore/extended-care-hospital/

Note: The facility’s name and address must be the name and address of the project and must be
consistent with the Publication of Intent.

2. Contact Person Available for Responses to Questions

E. Graham Baker, Jr. Attorney

Name Title

Anderson and Baker agrahamgrahambaker.net
Company Name Email address

2120 Richard Jones Road Nashville TN 37215
Street or Route City State Zip Code
Attorney 615-370-3380 615-221-0080
Association with Owner Phone Number Fax Number

NOTE: Section A is intended to give the applicant an opportunity to describe the project. Section B
addresses how the project relates to the criteria for a Certificate of Need by addressing: Need,
Economic Feasibility, Contribution to the Orderly Development of Health Care, and Quality
Measures.

Please answer all questions on 8%” X 117 white paper, clearly typed and spaced, single or double-
sided, in order and sequentially numbered. In answering, please type the question and the response.
All questions must be answered. If an item does not apply, please indicate “N/A” (not applicable).
Attach appropriate documentation as an Appendix at the end of the application and reference the
applicable Item Number on the attachment, i.e., Attachment A.1, A.2, etc. The last page of the
application should be a completed signed and notarized affidavit.
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3. SECTION A: EXECUTIVE SUMMARY

A. Overview

Please provide an overview not to exceed three pages in total explaining each numbered point.

1) Description — Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other outstanding
but unimplemented certificates of need held by the applicant;

Response: This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services
and Development Agency, that Regional MED Extended Care Hospital, LI.C, d/b/a Regional One
Health Extended Care Hospital (“Applicant”), 890 Madison Avenue, 4th Floor, Memphis (Shelby
County), Tennessee 38103, a licensed twenty-four (24) bed hospital providing Long Term Acute Care
Hospital (“LTACH?”) services, owned by Shelby County Health Care Corporation, with the Applicant
having an ownership type of Limited Liability Company and the owner having an ownership type of
corporation, and to be managed by Murer Consultants, Inc., 19065 Hickory Creek Drive, Suite 115,
Mokena, IL 60448, intends to file a Certificate of Need application for the addition of six (6) hospital
beds limited to LTACH services. The requested six (6) additional beds will be housed on the 2nd floor
of the existing building, and will be licensed by the Tennessee Department of Health as hospital beds.
There is no major medical equipment involved with this project. No other health services will be
initiated or discontinued. The estimated project cost is anticipated to be approximately $2,215,000.00,
including a $15,000.00 filing fee.

The anticipated date of filing the application is: August 15, 2017.

The contact person for this project is E. Graham Baker, Jr., Attorney, who may be reached at Anderson
& Baker, 2021 Richard Jones Road, Suite 120, Nashville, TN 37215, 615/370-3380.

Neither the Applicant nor its owner have any outstanding Certificate of Need applications that are
approved but not yet in service.

2) Ownership structure;

Response: Regional Med Extended Care Hospital, LLC (“Applicant™), 890 Madison Avenue, 4™ Floor,
Memphis (Shelby County), Tennessee 38103, is owned by Shelby County Health Care Corporation.

3) Service area;

Response: As the service being provided is very specialized, patients originate from a wide geographic
area. The facility’s existing service area is primarily Shelby County, Tennessee, plus coterminous
counties in Mississippi and Arkansas. A few of our patients originate in some of the western counties
in Tennessee and Missouri and Alabama, but not enough to be included in the primary service area. As
shown on Attachment B.Need.C, in 2015, approximately 83% of the Applicant’s patients from
Tennessee originated from Shelby County, approximately 53% of all patients originated from Shelby
County, approximately 63% of its patients originated from Tennessee and approximately 37% of its
patients came from out of state. Regarding the out of state patients, about 57% originated from
Mississippi, and about 40% came from Arkansas. The approval of these relatively few beds is not
expected to alter the existing service area of the Applicant.
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4) Existing similar service providers;

Response: There are now only three (3) LTACH providers in Memphis, including:

30 beds at Baptist Memorial Restorative Care Hospital;
39 beds at Select Specialty Hospital (located within St. Francis Hospital); and
24 beds at the Applicant’s facility (historically, staffed for only 21 beds).

The 36 beds at Methodist have closed, and the Applicant receives patient referrals from Methodist
hospital now.

5) Project cost;

Response: The estimated project cost is anticipated to be approximately $2,215,000.00, including filing
fee. The vast majority of these costs involve ongoing lease costs. Very little “new” resources are
required for this project.

6) Funding;

Response: There is no construction, and minimal “renovation,” which entails the hanging of a sign
indicating where the Applicant’s beds will be on the 2" Floor.

7) Financial Feasibility including when the proposal will realize a positive financial margin;
and

Response: Based on the Year 1 budget projections, and assuming the project is approved and is initiated
within the timeframe as indicated, the long term acute care hospital is anticipated to realize a positive
cash flow in the first year following completion of the addition. We believe the additional beds will fill
up almost immediately.
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8) Staffing.

Response: The LTACH is currently staffed for 21 beds. The below demonstrates the staffing model
for both existing and for 30 beds.

Position Existing FTE Projected FTE Avg Wage $ Avg Wage $
Classification 2017 (Year 1) (contractual rate) Area/State
RN 38.0 53.3 32.71 31.75
CNA 9.9 10.1 13.23 12.95
Patient Care Extern 04 0.5 18.69 31.75
Dir. Respiratory Care 1.0 1.0 42.52 31.75
Liaison Nurse 2.0 2.0 34.88 31.75
Lead Respiratory Therapist 1.2 1.0 29.42 31.75
Occupational Therapist 0.9 0.8 47.67 31.75
Physical Therapist 0.9 0.9 48.18 31.75
Speech Pathologist 0.9 1.0 47.44 31.75
Patient Care Coordinator 4.0 3.5 30.35 31.75
Resp Ther/RRT 9.9 10.2 2419 31.75
Medical Assistant 2.0 2.0 13.91 12.95
Physical Ther Asst 1.1 1.1 29.88 31.75
Resp Ther Tech/Cert 1.0 1.0 23.74 31.75
Patient Serv Clerk 5.6 5.5 14.57 12.95
a. Total Direct Care 78.7 93.8
Nursing Clin Supv 0.6 1.0 45.67 43.95
Chief Nursing Officer 1.0 1.0 58.85 43.95
Dir HIM 1.0 1.0 37.02 43.95
Case Mgr/RN 1.0 1.1 33.97 43.95
HIM Coding Spec 0.4 0.1 22.00 12.95
Admitting Coordinator 1.0 1.0 19.85 12.95
Pre-Certification Nurse 0.9 1.9 33.65 12.95
CMS Data Coordinator 0.9 1.0 19.31 12.95
Admin Secretary 0.2 0.0 16.50 12.95
b. Total Non-Direct 6.9 8.1
Contracted Therapy
Contracted Med Dir/Diet. i
¢. Total Contractual 0.0 0.0
Total Staff (a + b + ¢) 85.6 101.9
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B. Rationale for Approval

A certificate of need can only be granted when a project is necessary to provide needed health
care in the area to be served, can be economically accomplished and maintained, will provide
health care that meets appropriate quality standards, and will contribute to the orderly
development of adequate and effective health care in the service area. This section should
provide rationale for each criterion using the data and information points provided in Section B.
of this application. Please summarize in one page or less each of the criteria:

1) Need;

Response: The addition of six (6) beds, within a physical space layout that provides for more efficient
care coordination for the hospital and patients, will permit greater access to care for this highly acute
patient population with a need for an extended, acute care stay.

Being part of a health care organization that serves as a Level One Trauma Center and Regional Burn
Center, Regional One Health has a need for long term acute care services within its post-acute
complement. Patients with extended care needs related to ventilator management and weaning are best
served in the long term care environment; with Regional One Health Extended Care Hospital
demonstrating vent weaning well below the national average.

Also, Methodist Hospital closed its 36 bed LTACH recently and now refers their long term care hospital
patients to the Applicant. Since the HSDA originally approved that facility, it follows that the need for
the six (6) beds requested in the instant application has already been positively addressed. This is
especially true since Select Specialty Hospital, another LTACH in Memphis, recently (July 10, 2017)
voluntarily surrendered its approved CON for an additional 24 beds.

2) Economic Feasibility;

Response: Regional One Health Extended Care Hospital has demonstrated successful financial
outcomes within its first years of operation. It is anticipated that the addition of these six (6) beds will
also realize the same success. Based on the Year 1 budget projections, assuming the project is approved
and is initiated within the timeframe as indicated, the long term acute care hospital is anticipated to
realize a positive cash flow in the first year. There is minimal capital outlay for the six (6) beds to be
added to the LTACH, and this addition provides additional employment opportunities to the healthcare
community.

3) Appropriate Quality Standards; and

Response: Regional One Health Extended Care Hospital monitors quality standards through its Quality
Assessment and Performance Improvement Program as well as through mandatory Quality reporting to
the State of Tennessee and the Centers for Medicare and Medicaid Services (CMS). Benchmarks
regarding Core Operational Measures, Key Financial Measures and Clinical Benchmarking are currently
maintained by the hospital. The additional six beds would be monitored under the same program to
analyze, identify and address areas which are in need of improvement.

4) Orderly Development to adequate and effective health care.

Response: While all four LTACHs in Memphis operated at approximately 85.1% utilization in 2015
(JARs), the Applicant is owned by the only hospital in Memphis that operates a Level One Trauma
Center and a Regional Burn Center. Therefore, the Applicant facility is administratively, operationally,
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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and physically closer to a referring facility with patients who have extended care needs. Further, one of
the four LTACHS (Methodist Extended Care) closed on June 20, 2016 and all LTACH patients were
discharged. The approval of this application will ensure LTACH patients receive the care they need.

C. Consent Calendar Justification

If Consent Calendar is requested, please provide the rationale for an expedited review.

A request for Consent Calendar must be in the form of a written communication to the Agency’s
Executive Director at the time the application is filed.

Response: The Applicant is requesting to be placed on the Consent Calendar. Rationale includes: (1)
the Applicant’s facility is currently operating at 84.2% based on 24 beds, and at 96.3% based on 21
staffed beds, plus Methodist Hospital has closed its 36 bed LTACH and Select Specialty Hospital
recently voluntarily surrendered its approved CON for 24 beds, all of which indicates need for the
requested beds; (2) the project is economically feasible and is the most cost-efficient manner in which
to provide the needed additional beds; (3) the facility maintains high quality standards and will continue
to do so; and (4) the Applicant is administratively, operationally, and physically closer to a referring
facility with patients who have extended care needs. Please see Attachment A.3.C.
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4. SECTION A: PROJECT DETAILS
A. Owner of the Facility, Agency or Institution

Shelby County Health Care Corporation

901-545-7676

Name

877 Jefferson Avenue

Phone Number

Street or Route

Memphis
City

B. Type of Ownership of Control (Check One)

A.  Sole Proprietorship

B. Partnership

C. Limited Partnership

D.  Corporation (For Profit)
E

Corporation (Not-for-
Profit)

Shelby
County
TN 38103
State Zip Code
F. Government (State of TN or
Political Subdivision)

G. Joint Venture
p Limited Liability Company ~— —X__
[ Other (Specify)a component —X__

unit of Shelby County, TN (see below)

Attach a copy of the partnership agreement, or corporate charter and certificate of corporate existence.
Please provide documentation of the active status of the entity from the Tennessee Secretary of State’s
web-site at htips./tnbear. in.gov/'ECommerce/FilingSearch.aspx. Attachment Section A-4A.

indirect) interest.

Describe the existing or proposed ownership structure of the applicant, including an ownership
structure organizational chart. Explain the corporate structure and the manner in which all entities of
the ownership structure relate to the applicant. As applicable, identify the members of the ownership
entity and each member’s percentage of ownership, for those members with 5% ownership (direct or
Regional Med Extended Care Hospital, LLC (“Applicant”), 890 Madison
Avenue, 4" Floor, Memphis (Shelby County), Tennessee 38103, is an LLC, and is 100% owned by
Shelby County Health Care Corporation, a corporation.

S. Name of Management/Operating Entity (If Applicable)

Murer Consultants

Name
19065 Hickory Creek Drive. Suite 115

Will

Street or Route
Mokena
City

Website address: https://murer.com/

County

IL 60448
State

Zip Code

For new facilities or existing facilities without a current management agreement, attach a copy of a
draft management agreement that at least includes the anticipated scope of management services to
be provided, the anticipated term of the agreement, and the anticipated management fee payment
methodology and schedule. For facilities with existing management agreements, attach a copy of the
fully executed final contract. Attachment Section A-5.
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6A. Legal Interest in the Site of the Institution (Check One)

D. Option to Lease
E. Other (Specify)

A. Ownership
B.  Option to Purchase
C. Leaseof 5 Years X

Check appropriate line above: For applicants or applicant’s parent company/owner that currently own the
building/land for the project location, attach a copy of the title/deed. For applicants or applicant’s parent
company/owner that currently lease the building/land for the project location, attach a copy of the fully
executed lease agreement. For projects where the location of the project has not been secured, attach a fully
executed document including Option to Purchase Agreement, Option to Lease Agreement, or other
appropriate documentation. Option to Purchase Agreements must include anticipated purchase price.
Lease/Option to Lease Agreements must_include the actual/anticipated term of the agreement and
actual/anticipated lease expense. The legal interests described herein must be valid on the date of the
Agency’s consideration of the certificate of need application. See Attachments A.6.A.1 and A.6.A.2.

6B. Attach a copy of the site’s plot plan, floor plan, and if applicable, public transportation route to and
from the site on an 8 1/2” x 11” sheet of white paper, single or double-sided. DO NOT SUBMIT
BLUEPRINTS. Simple line drawings should be submitted and need not be drawn to scale.

1) Plot Plan must include:
a. Size of site (in acres); approximately 18.55Acres (entire hospital complex)
b. Location of structure on the site; Applicant located in Turner Tower
c. Location of the proposed construction/renovation; on plans; and (n/a)
d

Names of streets, roads or highway that cross or border the site. Noted

2) Attach a floor plan drawing for the facility which includes legible labeling of patient care rooms
(noting private or semi-private), ancillary areas, equipment areas, etc. On an 8 % by 11 sheet of
paper or as many as necessary to illustrate the floor plan.

3) Describe the relationship of the site to public transportation routes, if any, and to any highway
or major road developments in the area. Describe the accessibility of the proposed site to
patients/clients.

Response: The facility is located on the 4" Floor of the Turner Tower. The requested beds will be located
on the 2™ Floor of the Turner Tower. The site is bounded by Jefferson Avenue, N. Pauline Street, Madison
Avenue, and N. Dunlap Avenue. The site is downtown Memphis, close to I-240 and is readily accessible to
patients, family members, and other health care providers. Other hospitals are located nearby. This
attachment also shows that other providers even own plots of land located within this block.

See Attachments A.6.B.1 and A.6.B.2.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
8




7.  Type of Institution (Check as appropriate--more than one response may apply)

A. Hospital (Specify)__ LTACH X H. Nursing Home

B. Ambulatory Surgical Treatment I.  Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty J. Rehabilitation Facility

C. ASTC, Single Specialty K. Residential Hospice

D. Home Health Agency L. Nonresidential Substitution-

E. Hospice Based Treatment Center for

F.  Mental Health Hospital Opiate Addiction

G. Intellectual Disability M.  Other (Specify)

Institutional Habilitation Facility
ICF/IID

Check appropriate lines(s).

8.  Purpose of Review (Check appropriate lines(s) — more than one response may apply)

A. New Institution F.  Change in Bed Complement X

B. Modifying an ASTC with [Please note the type of change by
limitation still required per CON underlining the appropriate

C. Addition of MRI Unit response. Increase, Decrease,

D. Pediatric MRI Designation, Distribution,

E. Initiation of Health Care Service Conversion, Relocation]

as defined in T.C.A. G.  Satellite Emergency Dept. —_—
868-1 1-1607(4) H. Change of Location I
(Specify) L e

Other (Specify)

9. Medicaid/TennCare, Medicare Participation

MCO Contracts [Check all that apply]
_x_ AmeriGroup _x_ United Healthcare Community Plan _x_ BlueCare _x_ TennCare Select
Medicare Provider Number _44-2017
Medicaid Provider Number _(Q019830
Certification Type _Hospital

If a new facility, will certification be sought for Medicare and/or Medicaid/TennCare?

Medicare __Yes _ No_x N/A  Medicaid/TennCare __Yes _ No _x N/A
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10.
A.

Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

TOTAL
Current Beds Beds *Beds **Beds Beds at
Licensed _Staffed  Proposed Approved Exempted Completion
1) Medical
2) Surgical
3) ICu/CCuU
4) Obstetrical
5) NICU
6) Pediatric
7) Adult Psychiatric
8) Geriatric Psychiatric
9) Child/Adolescent Psychiatric
10) Rehabilitation
11) Adult Chemical Dependency
12) Child/Adolescent Chemical
Dependency
13) Long-Term Care Hospital 24 2] 6 30
14) Swing Beds -
15) Nursing Home — SNF (Medicare only)
16) Nursing Home — NF (Medicaid only)
17) Nursing Home — SNF/NF (dually
certified Medicare/Medicaid)
18) Nursing Home — Licensed
(non-certified)
19) ICF/ID
20) Residential Hospice
TOTAL 24 21 6 30

*Beds approved but not yet in service

**Beds ex%pteg under 10% pe7 3 year provision

Describe the reasons for change in bed allocations and describe the impact the bed change will have on
the applicant facility’s existing services. Response: Attachment Section A-10.

Please identify all the applicant’s outstanding Certificate of Need projects that have a licensed bed
change component. If applicable, complete chart below.

Total Licensed Beds Approved

CON Number(s) CON Expiration Date

n/a
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11. Home Health Care Organizations — Home Health Agency, Hospice Agency (excluding

Residential Hospice), identify the following by checking all that apply: (Not Applicable)

11

' § Existing Parent Proposed N N § Existing Parent Proposed
Y Licensed | Office | Licensed \ N Licensed | Office Licensed
N\ County | County | County & i County | County | County
Anderson Lauderdale
Bedford Lawrence
Benton Lewis
Bledsoe Lincoln
Blount Loudon
Bradley McMinn
Campbell McNairy
Cannon Macon
Carroll Madison
Carter Marion
Cheatham Marshall
Chester Maury
Claiborne Meigs
Clay Monroe
Cocke Montgomery
Coffee Moore
Crockett Morgan
Cumberland Obion
Davidson Overton
Decatur Perry
DeKalb Pickett
Dickson Polk
Dyer Putnam
Fayette Rhea
Fentress Roane
Franklin Robertson
Gibson Rutherford
Giles Scott
Grainger Sequatchie
Greene Sevier
Grundy Shelby
Hamblen Smith
Hamilton Stewart
Hancock Sullivan
Hardeman Sumner
Hardin Tipton
Hawkins Trousdale
Haywood Unicoi
Henderson Union
Henry Van Buren
Hickman Warren
Houston Washington
Humphreys Wayne
Jackson Weakley
Jefferson White
Johnson Williamson
Knox Wilson
Lake
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12. Square Footage and Cost Per Square Footage Chart (Not Applicable — no construction/renovation)

Proposed Proposed Final Square Footage
Existing | Existing | Temporary Final
Unit/Department | Location SF Location Location | Renovated New Total
New Staff
Support
New Therapy
New Patient
Rooms
Unit/Department
GSF Sub-Total
Other GSF Total
Total GSF
*Total Cost
**Cost Per
Square Foot
O Below 1% | O Below O Below
Quartile 1% Quartile | 1% Quartile
O Between O O
1%t and 2" Between Between
Quartile 1tand 2™ | 1% and 2™
Cost per Square Foot Is Within Which Range Quartile Quartile
(For quartile ranges, please refer to the Applicant’s Toolbox on O Between
wvine . govisda ) 2" and 3 a O
Quartile Between Between
2" and 39 | 2™ and 3"
O Above Quartile Quartile
3" Quartile
O Above O Above
3 Quartile | 3" Quartile

* The Total Construction Cost should equal the Construction Cost reported on line A5 of the Project Cost

Chart.

** Cost per Square Foot is the construction cost divided by the square feet. Please do not include

contingency costs.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete.
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13. MRI, PET, and/or Linear Accelerator (Not Applicable)

1. Describe the acquisition of any Magnetic Resonance Imaging (MRI) scanner that is adding a MRI

scanner in counties with population less than 250,000 or initiation of pediatric MRI in counties with
population greater than 250,000 and/or

2. Describe the acquisition of any Positron Emission Tomographer (PET) or Linear Accelerator if

initiating the service by responding to the following:

A. Complete the chart below for acquired equipment.
O Linear o SRS o IMRT o IGRT
Accelerator Mev Types: 0 Other
o By Purchase
Total Cost*: 0 By Lease Expected Useful Life
(yrs) -
O New o Refurbished o Ifnot new, how old? (yrs)
O Breast o Extremity
O MRI 0o Open o Short Bore O
Tesla:  Magnet:  Other
o By Purchase
Total Cost*: 0 By Lease Expected Useful Life (yrs)
0 New 0 Refurbished o If not new, how old? (yrs)
O PET o PETonly o PET/CT o PET/MRI
o By Purchase
Total Cost*: 0 By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)

* As defined by Agency Rule 0720-9-.01(13)

B.

In the case of equipment purchase, include a quote and/or proposal from an equipment vendor. In the
case of equipment lease, provide a draft lease or contract that at least includes the term of the lease and
the anticipated lease payments along with the fair market value of the equipment.

Compare lease cost of the equipment to its fair market value. Note: Per Agency Rule, the higher cost
must be identified in the project cost chart.

Schedule of Operations:

Days of Operation Hours of Operation

Location (Sunday through Saturday) (example: 8 am — 3 pm)

Fixed Site (Applicant)

Mobile Locations

(Applicant)

(Name of Other Location)

(Name of Other Location)

E. Identify the clinical applications to be provided that apply to the project.
HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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F. If the equipment has been approved by the FDA within the last five years provide documentation of
the same.
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SECTION B: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with T.C.A. § 68-11-1609(b), “no Certificate of Need shall be granted unless the action proposed
in the application for such Certificate is necessary to provide needed health care in the area to be served, can
be economically accomplished and maintained, will provide health care that meets appropriate quality
standards, and will contribute to the orderly development of health care.” Further standards for guidance are
provided in the State Health Plan developed pursuant to T.C.A. § 68-11-1625.

The following questions are listed according to the four criteria: (1) Need, (2) Economic Feasibility, (3)
Applicable Quality Standards, and (4) Contribution to the Orderly Development of Health Care. Please
respond to each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response onan 8 1/2” x 11 white paper, single-sided or double
sided. All exhibits and tables must be attached to the end of the application in correct sequence identifying the
question(s) to which they refer, unless specified otherwise. If a question does not apply to your project,
indicate “Not Applicable (NA).”

UESTIONS
SECTION B: NEED

A. Provide a response to each criterion and standard in Certificate of Need Categories in the State Health
Plan that are applicable to the proposed project. Criteria and standards can be obtained from the
Tennessee Health Services and Development Agency or found on the Agency’s website at
http://www.tn.gov/hsda/article/hsda-criteria-and-standards.

Response: See Attachment B.Need. A.

B. Describe the relationship of this project to the applicant facility’s long-range development plans, if
any, and how it relates to related previously approved projects of the applicant.

Response: The Applicant constantly monitors patient needs and healthcare delivery systems at our facility.
While there are no adopted long-range development plans, the fact that sixty (60) approved LTACH beds have
been recently closed or surrendered definitely impacts patients we serve. The addition of these six (6) beds is
a first step in providing care for the long term acute care hospital patients in need of such services.

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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C. Identify the proposed service area and justify the reasonableness of that proposed area. Submit a
county level map for the Tennessee portion of the service area using the map on the following page,
clearly marked to reflect the service area as it relates to meeting the requirements for CON criteria
and standards that may apply to the project. Please include a discussion of the inclusion of counties
in the Border States, if applicable. Attachment Section B.Need.C.

Response: Please complete the following tables, if applicable:

Service Area | Historical Utilization-County Residents # and % of total patients
Counties
County #1 Shelby 98 and 50.0%

Other Tennessee Counties 26 and 13.3%
Mississippi 37 and 18.9%
Arkansas 23 and 11.7%

Other States 12 and 6.1%
Total 196 and 100%

Service Area | Projected Utilization-Co. Residents-6 beds # and % of total patients

Counties

County #1 Shelby 24 and 50.0%
Other Tennessee Counties 6 and 12.5%

Mississippi 9 and 18.8%

Arkansas 6 and 12.5%
Other States 3 and 6.3%

Total 48 and 100%

Service Area | Projected Utilization-Co. Residents-30 beds | # and % of total patients

Counties

County #1 Shelby 126 and 50.0%
Other Tennessee Counties 34 and 13.5%

Mississippi 47 and 18.7%

Arkansas 30 and 11.9%
Other States 15 and 6.0%

Total 252 and 100%

Note: As the service being provided is very specialized, patients originate from a wide geographic area.

The facility’s existing service area is primarily Shelby County, Tennessee, plus border counties of
Mississippi and Arkansas. A few of our patients originate in some of the western counties in Tennessee
and Missouri and Alabama, but not enough to be included in the primary service area. As shown on
Attachment B.Need.C, in 2015, approximately 83% of the Applicant’s patients from Tennessee originated
from Shelby County, approximately 53% of all patients originated from Shelby County, approximately
63% of its patients originated from Tennessee and approximately 37% of its patients came from out of
state. Regarding the out of state patients, about 57% originated from Mississippi, and about 40% came

Jrom Arkansas. The approval of these relatively few beds is not expected to alter the existing service area
of the Applicant.

ALSO, the Historic Utilization chart above is based on the 2016 JAR, which is not available on the State’s
website (as of the time of submission of this project).

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete. RDA 1651
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D. 1). a) Describe the demographics of the population to be served by the proposal.

Response:  Shelby County is an urban county with almost one million population covering
approximately 763 square miles in the lower left corner of Tennessee. Memphis is the county seat.
Approximately 30% of the population has a college degree or higher, and about 20% of the population
lives in poverty. Approximately 12.5% of the population is over the age of 65, about 41% is white,
and approximately 54% is black or African American. The median value of owner-occupied housing
is $130,000 (from 2011 — 2015), and there are about 347,224 households in Shelby County (from 2011

—2015). Please see Attachment B.Need.D.1.a for more quick facts about Shelby County.

b) Using current and projected population data from the Department of Health, the most recent
enrollee data from the Bureau of TennCare, and demographic information from the US Census
Bureau, complete the following table and include data for each county in your proposed service
area.

Projected Population Data: http://www.tn.gov/health/article/statistics-population

TennCare Enrollment Data: http:/www.tn.gov/tenncare/topic/enrollment-data

Census Bureau Fact Finder: http://factfinder.census.gov/faces/nav/isf/pages/index.xhtml

Response: Sce the following chart:

Department of Health/Health Statistics Bureau of the Census TennCare
g 5 | s g E | €S E g 2 PR E:
. o = o= = = =} - = @ Q —
Demographic g g g | E 5 E =28 g 2 2y £ 1%
. ] > = = = = 5 3 [}
Variable/Geogra{ & o 25 | 3 & . &, | & |58 .| 2 B sl & 5 o
; < 8 o > 2 < 8 T g = - & | T 5 3 = o
phic Area > 5 | & > it 8 gl < 2 2 2 s
= = ) T B D o - = =P
st | 52 | =8 B8 | P2 |22 53l E| §E| 55 |s§ ¢ |23
g5 852 |88 &5 | E2 |EY 58 & | 22| 5z | 53 5 5%
= O [ =0 = O % o ¥ X = = = = & o = = = &
Shelby C t 964804 975626 | +1.1 121074 130185 | +7.5 133 | 346 | $46,224 140398 16.0 249268 | 25.8
elby County
Service  Area | 964804 | 975626 | +1.1 | 121074 | 130185 | +7.5 | 133 | 34.6 | $46.224 | 140398 | 160 | 249268 | 258
Total
State of TN 6887572 7035572 | +2.1 1133025 1219696 7.6 17.3 | 384 | $45.219 1117594 | 159 1412063 | 20.5
Total

* Target Population is population that project will primarily serve. For example, nursing home, home
health agency, hospice agency projects typically primarily serve the Age 65+ population; projects for
child and adolescent psychiatric services will serve the Population Ages 0-19. Projected Year is
defined in select service-specific criteria and standards. If Projected Year is not defined, default should
be four years from current year, e.g., if Current Year is 2016, then default Projected Year is 2020.

Long Term Acute Care Hospital services affect all ages. However, for purposes of this question, the “Target
Population” will include those aged 65 and over. The chart above reflects that assumption.
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2) Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population.

Response: Shelby County, TN is a medically underserved area, according to Health Resources and Services
Administration. The addition of more LTACH beds in the county will add more health care services in the
county. Further, while the Applicant will serve all people who present and qualify for nursing services, such
services normally target the elderly population. While the elderly population (aged 65+) makes up 17.3% of
the population of Tennessee, that same segment of the population represents only 13.3% of the population
of Shelby County. Obviously, the population of Shelby County is statistically younger than is the population
of the state of Tennessee. Since there are twice as many patients in the existing LTACHSs in 2015 than the
entire bed need for Shelby County indicated, LTACH patients are obviously originating from other areas.
This is in keeping with statements made here and elsewhere about the unique nature of LTACH services, and
the wide geographic draw such facilities have. As an example, in 2015 while there were 95 patients from
Shelby County at our facility, there were another 38 patients from border counties of Mississippi and 27
patients from border counties of Arkansas. Therefore, the population being served by the Applicant, and
these addition requested beds, are in more need of such services than just the population of only Shelby
County indicates. The unique nature of the LTACH services we provide indicates special needs for all of
the patients we serve, not just those from Shelby County. See Attachment B.Need.D.2 for a list of the MUA
tracts and Attachment B.Need.D.3 for a listing of primary care shortage areas in Shelby County.
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E. Describe the existing and approved but unimplemented services of similar healthcare providers in the
service area. Include utilization and/or occupancy trends for each of the most recent three years of data
available for this type of project. List each provider and its utilization and/or occupancy individually.
Inpatient bed projects must include the following data: Admissions or discharges, patient days, average
length of stay, and occupancy. Other projects should use the most appropriate measures, e.g., cases,
procedures, visits, admissions, etc. This doesn’t apply to projects that are solely relocating a service.

Response: Selected JAR utilization/statistics for the first 3 LTACHS located in Shelby County (not the
Applicant) and listed in that order are indicated in the chart below. These numbers are taken off the most
recent JARs available (2015).

The Applicant (Regional MED Extended Care Hospital, LL.C, d/b/a Regional One Health Extended Care
Hospital, noted as “Regional Med” in the chart below) lists data for 2017, our most recent data. It is important
to note that the Applicant has been staffing only 21 beds since licensure. This restriction is a reflection of
the layout of our beds, and staffing the additional three (3) beds on the fourth floor would result in financial
loss. Therefore, the fact that we averaged 20.21 patients in a 21 bed facility is indicative of how our existing
staffed beds are utilized to capacity.

Facility # beds # pts Occ Gross Adj. Net
Rate
Baptist 30 22.89 76.3% $6,987.64 | $5,283.73 | $1,703.91
Methodist 36 31.46 87.4% $4,023.54 | $2,661.94 | $1,361.60
Select Specialty 39 36.66 94.0% | $10,507.78 | $7,388.76 | $3,119.02
Regional MED 24 20.21 84.2% $8,499.58 | $6,683.20 | $1.816.38
Total 129 111,22 86.2%

NOTE: Gross = Gross Operating Revenue per Patient Day
Adj. = Contractual Adjustments per Patient Day
Net = Net Operating Revenue per Patient Day

Also, Methodist LTACH closed on June 20, 2016, and its license has been surrendered. In addition, Select
Specialty Hospital recently (July 10, 2017) voluntarily surrendered its approved CON for 24 additional
LTACH beds. As a result, sixty (60) approved LTACH beds have recently been surrendered to either the
Board of Licensing Health Care Facilities or the Health Services and Development Agency.
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F. Provide applicable utilization and/or occupancy statistics for your institution for each of the past three
years and the projected annual utilization for each of the two years following completion of the project.
Additionally, provide the details regarding the methodology used to project utilization. The
methodology must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

Response: Based on licensed beds (24), the Applicant has operated at 78.4%, 81.7%, and 84.2% during
2015,2016, and 2017, respectively. These respective rates would increase to 89.5%, 92.4% and 96.3% based

on staffed beds (21). In any regard, the increase in occupancy rate at our hospital indicates a need for more
beds.

The Applicant anticipates the occupancy rates for the first two years following completion of the project as
follows: Total Facility, 87.4% each year; and the 6 bed addition, only: 82.6% each year. These estimates
are based on actual utilization experience of the management company when adding similar numbers of beds
to similarly-sized facilities in the past. The only assumption being made is that all of the similar additions
that the management company have experienced in the past will replicate on this project. There is nothing
known that indicates the facility, the locale, or the population to be served is statistically different from past
experience. Further, the recent loss of LTACH beds (detailed below) indicates that the six (6) bed addition
will be filled almost immediately.

Finally, Methodist LTACH (36 beds) closed on June 20, 2016, and its license has been surrendered. In
addition, Select Specialty Hospital recently (July 10, 2017) voluntarily surrendered its approved CON for 24
additional LTACH beds. As a result, sixty (60) approved LTACH beds have recently been surrendered to
either the Board of Licensing Health Care Facilities or the Health Services and Development Agency.
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SECTION B: ECONOMIC FEASIBILITY

A. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify the
cost of the project.

1) All projects should have a project cost of at least $15,000 (the minimum CON Filing Fee). (See
Application Instructions for Filing Fee).

Response: The filing fee amounts to $15,000.00.

2) The cost of any lease (building, land, and/or equipment) should be based on fair market value or the
total amount of the lease payments over the initial term of the lease, whichever is greater. Note: This
applies to all equipment leases including by procedure or “per click” arrangements. The methodology
used to determine the total lease cost for a "per click" arrangement must include, at a minimum, the
projected procedures, the "per click" rate and the term of the lease.

Response: The Project Costs Chart lists the fair market value of the leased space applicable to this project.
The FMV number is much higher than the lease costs for that space.

3) The cost for fixed and moveable equipment includes, but is not necessarily limited to, maintenance
agreements covering the expected useful life of the equipment; federal, state, and local taxes and other
government assessments; and installation charges, excluding capital expenditures for physical plant
renovation or in-wall shielding, which should be included under construction costs or incorporated in
a facility lease.

Response: There is no moveable equipment as suggested by this question.

4) Complete the Square Footage Chart on page 8 and provide the documentation. Please note the Total
Construction Cost reported on line 5 of the Project Cost Chart should equal the Total Construction
Cost reported on the Square Footage Chart.

Response: Not applicable, as there is neither construction nor renovation involved with this project.

5) For projects that include new construction, modification, and/or renovation—documentation must
be provided from a licensed architect or construction professional that support the estimated
construction costs. Provide a letter that includes the following:

a) A general description of the project;
b) An estimate of the cost to construct the project;
c) A description of the status of the site’s suitability for the proposed project; and

d) Attesting the physical environment will conform to applicable federal standards, manufacturer’s
specifications and licensing agencies’ requirements including the AIA Guidelines for Design and
Construction of Hospital and Health Care Facilities in current use by the licensing authority.

Response: Please see Attachment B.EconomicFeasibility.A.S.
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PROJECT COST CHART £
A.  Construction and equipment acquired by purchase: %f::
1. Architectural and Engineering Fees &
2. Legal, Administrative (Excluding CON Filing Fee), Consultant Fees 40,000
3. Acquisition of Site
4, Preparation of Site
5. Total Construction Costs
6. Contingency Fund
7. Fixed Equipment (Not included in Construction Contract) 200,000
8. Moveable Equipment (List all equipment over $50,000 as separate

attachments) 100,000

S Other (Specify)

B.  Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land) (FMV of leased space) 1,552,500
2 Building only

3. Land only

4, Equipment (Specify) (by lease) 307,500
5. Other (Specify)

C. Financing Costs and Fees:

i Interim Financing

Underwriting Costs

2
3. Reserve for One Year’s Debt Service
4 Other (Specify)

D. Estimated Project Cost

(A+B+C) 2,200,000
I3 CON Filing Fee 15,000
2 Total Estimated Project Cost
(D+E) TOTAL 2,215,000
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B. Identify the funding sources for this project.

Check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the correct
alpha/numeric order and identified as Attachment Section B-Economic Feasibility-B.)

e

)

2)

3)

4)

S)

6)

Commercial loan — Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan, and any
restrictions or conditions;

Tax-exempt bonds —~ Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

General obligation bonds — Copy of resolution from issuing authority or minutes from the
appropriate meeting;

Grants — Notification of intent form for grant application or notice of grant award;

Cash Reserves — Appropriate documentation from Chief Financial Officer of the organization
providing the funding for the project and audited financial statements of the organization;
and/or

Other — Identify and document funding from all other sources.

Response: The majority of Project Costs ($1,860,000) represent the Fair Market Value of the
lease, which is part of the annual budget for the Applicant. The remaining amount ($355,000)
will be paid with Cash Reserves of the Applicant. Please see Attachment
B.EconomicFeasibility.B.

C. Complete Historical Data Charts on the following two pages—Deo_not modify the Charts provided or
submit Chart substitutions!

Historical Data Chart represents revenue and expense information for the last three (3) years for which
complete data is available. Provide a Chart for the total facility and Chart just for the services being
presented in the proposed project, if applicable. Only complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to the
parent company, another subsidiary of the parent company, or a third party with common ownership as
the applicant entity. “Management Fees to Non-Affiliates” should include any management fees paid by
agreement to third party entities not having common ownership with the applicant.
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HISTORICAL DATA CHART

o Total Facility

a Project Only

Give information for the last three (3) years for which complete data are available for the facility or agency. The fiscal year
begins in July (Month).

A.  Utilization Data (Specify unit of measure, e.g., 1,000 patient days,
500 visits) Patient Days
B. Revenue from Services to Patients

1.

2.
3.
4

Inpatient Services

Outpatient Services

Emergency Services

Other Operating Revenue (Specify) prior year adjustments

Gross Operating Revenue

C.  Deductions from Gross Operating Revenue

1.

2,
3.

Contractual Adjustments

Provision for Charity Care
Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses

l.

Salaries and Wages

a. Direct Patient Care

b. Non-Patient Care
Physician’s Salaries and Wages
Supplies

Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates
Management Fees:

a. Paid to Affiliates

b.  Paid to Non-Affiliates
Other Operating Expenses

Total Operating Expenses

E.  Earnings Before Interest, Taxes and Depreciation

F.  Non-Operating Expenses

1.

2.
3.
4

Taxes

Depreciation

Interest

Other Non-Operating Expenses

Total Non-Operating Expenses

NET INCOME (LOSS)

Chart Continues Onto Next Page
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2015 2016 2017
6.864 7,160 7.378

$45.102.368 $54.535.080 $62.709.904

$45.102,368 $54.535.080 $62.709.904

$29.817.726  $40.551.332  $48.430.137
94,113 279.963

686,949 842,985 598,558
$30.504,675  $41.488.430  $49.308.658
$14,597.693  §13.046,650  $13.401.246

3.963.368 4.835.706 5,343.636
659.690 481,125 531,661
1.690.912 1.889.651 1.966.486
480.000 480.000 503.500
515.471 370,600 444.568
484.234 502,643 504,478
3.468.802 3.844.545 3472418
$11.262.477 $12.404.,269 $12.766,746
$3.335.216 642,381 $634.500
$ b $
$ $ $
$3.335.216 $642.381 $634.500
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NET INCOME (LOSS)

G. Other Deductions
1. Annual Principal Debt Repayment

2. Annual Capital Expenditure

Total Other Deductions
NET BALANCE

DEPRECIATION

FREE CASH FLOW (Net Balance + Depreciation)

$3.335.216

1]

$642.381 $634.500
$ $
$ $
$642,381 $634.500
$ $
$642.381 $634,500

HISTORICAL DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES

Professional Services Contract

Contract Labor

Imaging Interpretation Fees
Benefits

General & Administrative
Other

Total Other Expenses

R R
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2015 2016
$528.032  $1.387.215
118.455 141,661
66,270 70,107
1.086.623  1.066.808
934,746 635,631
734,676 543,123
$3.468.802  $3.844.545

o Total Facility

o Project Only

2017

$1.332.488
29.981
103,065
1,019,357
429.570
267.957

$3.472,418
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D. Complete Projected Data Charts on the following two pages — Do _not modify the Charts provided or
submit Chart substitutions!

The Projected Data Chart requests information for the two years following the completion of the proposed
services that apply to the project. Please complete two Projected Data Charts. One Projected Data Chart
should reflect revenue and expense projections for the Proposal Only (i.e., if the application is for
additional beds, include anticipated revenue from the proposed beds only, not from all beds in the facility).
The second Chart should reflect information for the total facility. Only complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to the
parent company, another subsidiary of the parent company, or a third party with common ownership as
the applicant entity. “Management Fees to Non-Affiliates” should include any management fees paid by
agreement fo third party entities not having common ownership with the applicant.
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PROJECTED DATA CHART

o Total Facility
o Project Only

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in July (Month).

A. Utilization Data (Specify unit of measure, e.g., 1,000 patient days, 500

visits) Patient Days.

B. Revenue from Services to Patients

1.

2
)
4

Inpatient Services
Outpatient Services
Emergency Services

Other Operating Revenue (Specify)vending, food, rebates

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

l.
2.
3.

Contractual Adjustments
Provision for Charity Care

Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE
D.  Operating Expenses

1.

Salaries and Wages

a. Direct Patient Care

b. Non-Patient Care
Physician’s Salaries and Wages
Supplies

Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates
Management Fees:

a. Paid to Affiliates

b. Paid to Non-Affiliates
Other Operating Expenses

Total Operating Expenses

E. Earnings Before Interest, Taxes and Depreciation

F. Non-Operating Expenses

1.
2.
3.
4.

Taxes
Depreciation
Interest

Other Non-Operating Expenses

Total Non-Operating Expenses

NET INCOME (LOSS)

Chart Continues Onto Next Page
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Year 1

(2018)
9.565

$78.433.340

$78,433.340

$60,584.445
389.786
235,390
$61.209.621

$17,223.719

6,540,253
650,717

2.889.423

385.296
3.666.273
$15.114.462

$2.109.257

$
$2.109.257

Year 2
(2019

9.565

$78.433.340

$78,433.340

$61.209.621
17,223,719

6.671.058
663,731

2,947,211

3.739.598
$15.416.750

$1.806.969

lea

$1.806.969
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NET INCOME (LOSS) $2.109,257 $1.806.969
G.  Other Deductions

1. Estimated Annual Principal Debt Repayment $ $

2. Annual Capital Expenditure
Total Other Deductions $ $
NET BALANCE $2,109.257 $1.806.969
DEPRECIATION $ $
FREE CASH FLOW (Net Balance + Depreciation) $2.109.257 $1.806.969

0 Total Facility
o Project Only

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES

Professional Services Contract

Contract Labor

Imaging Interpretation Fees
Benefits

General and Administrative
Other

Total Other Expenses

SN s R isa p=
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Year2018  Year 2019
$1.453.479 $1.464.189
25,000 25.500
95,000 96.900
1.152.235 1.175.280
500.000 510,000
440,559 467,729
$3.666,273  $3,739.598
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PROJECTED DATA CHART

O Total Facility
a Project Only

Give information for the two (2) years following the completion of this proposal. The fiscal year begins in July (Month).

A. Utilization Data (Specify unit of measure, e.g., 1,000 patient days, 500

visits) Patient Days.

B. Revenue from Services to Patients

1.

2
3.
4

Inpatient Services
Outpatient Services
Emergency Services

Other Operating Revenue (Specify)Vending, Food, Rebates

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1.
2.
3.

Contractual Adjustments
Provision for Charity Care

Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE
D.  Operating Expenses

1.

Salaries and Wages

a. Direct Patient Care

b. Non-Patient Care
Physician’s Salaries and Wages
Supplies

Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates
Management Fees:

a. Paid to Affiliates

b. Paid to Non-Affiliates
Other Operating Expenses

Total Operating Expenses

E. Earnings Before Interest, Taxes and Depreciation

F. Non-Operating Expenses

1.
2.
3.
4.

Taxes
Depreciation
Interest

Other Non-Operating Expenses

Total Non-Operating Expenses

NET INCOME (LOSS)

Chart Continues Onto Next Page
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Year 1

(2018)
1,810

$14.842.000

$14,842.,000

$11.463.994
37.838

80,898
$11.582.730

$3.259.270

116,300
$1.698.220

$1.561.050

8
1,561,050

Year 2
2019
1,810

ey

$14.842,000

$14,842.000

$11.463.994

37.838

118.626
$1.732.185

$1.527.085

s
$1.527.085
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NET INCOME (LOSS) $1.561.050 $1.527.085

G.  Other Deductions

1. Estimated Annual Principal Debt Repayment $ $
2. Annual Capital Expenditure

Total Other Deductions $ $

NET BALANGE $1.561.050 $1.527,085

DEPRECIATION $ $

FREE CASH FLOW (Net Balance + Depreciation) $1.561.050 $1.527.085

o Total Facility
o Project Only

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2018 Year 2019
1.  Professional Services Contract $ $
2. Contract Labor
3.  Imaging Interpretation Fees
4.  Benefits 116,300 118.626
5.  General and Administrative
6.  Other
Total Other Expenses $116.000 $118.,626
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E; 1) Please identify the project’s average gross charge, average deduction from operating revenue,
and average net charge using information from the Projected Data Chart for Year 1 and Year 2 of
the proposed project. Please complete the following table.

Previous | Current | Year One Year % Change
Year Year Two (Current Year to
(2016) (2017) Year 2)
Gross Charge (Gross Operating | 7,616.63 | 8,499.58 | 8,200.04 | 8,200.04 -3.5
Revenue/Utilization Data)
Deduction from Revenue (Total | 5,794.47 | 6,683.20 | 6,399.33 | 6,399.33 -4.2
Deductions/Utilization Data)
Average Net Charge (Net 1,822.16 | 1,816.38 | 1,800.71 | 1,800.71 -0.9
Operating Revenue/Utilization
Data)

2) Provide the proposed charges for the project and discuss any adjustment to current charges that will
result from the implementation of the proposal. Additionally, describe the anticipated revenue from
the project and the impact on existing patient charges.

Response: The proposed charges for the total project are reflected in the table above: Year 1, $8,200.04 in
gross operating revenue per patient day, $6,399.33 in contractual adjustments per patient day; and $1,800.71
in net operating revenue per patient day. The implementation of this project, coupled with normal increases
in costs, will decrease the average net charge per patient day by approximately 0.9% in two years. This
decrease is to be expected due to cost efficiencies in operating a larger facility.
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3) Compare the proposed charges to those of similar facilities in the service area/adjoining service
areas, or to proposed charges of projects recently approved by the Health Services and Development
Agency. If applicable, compare the proposed charges of the project to the current Medicare
allowable fee schedule by common procedure terminology (CPT) code(s).

Response: Our existing (and projected) service area is primarily Shelby County, Tennessee, plus coterminous
counties in Mississippi and Arkansas. Selected JAR utilization/statistics for the first 3 LTACHS located in
Shelby County (not the Applicant) are indicated in the chart below. These numbers are taken off the most
recent JARs available (2015). It is important to note that Methodist Extended Care is now closed.

The Applicant (Regional MED Extended Care Hospital, LLC, d/b/a Regional One Health Extended Care
Hospital, noted as “Regional Med” in the chart below) lists data for 2017, our most recent data. It is important
to note that the Applicant has been staffing only 21 beds since licensure. This restriction is a reflection of
the layout of our beds, and staffing the additional three (3) beds on the fourth floor would result in financial
loss. Therefore, the fact that we averaged 20.21 patients in a 21 bed facility is indicative of how our existing
staffed beds are utilized to capacity.

Facility # beds # pts Occ Gross Adj. Net
Rate
Baptist 30 22.89 76.3% $6,987.64 | $5,283.73 | $1,703.91
Methodist 36 31.46 87.4% $4,023.54 | $2,661.94 | $1,361.60
Select Specialty 39 36.66 94.0% | $10,507.78 | $7,388.76 | $3.119.02
Regional MED 24 20.21 84.2% $8,499.58 | $6,683.20 | $1,816.38
Total 129 111,22 86.2%

NOTE:Gross = Gross Operating Revenue per Patient Day
Adj. = Contractual Adjustments per Patient Day
Net = Net Operating Revenue per Patient Day

Also, Methodist LTACH closed on June 20, 2016, and its license has been surrendered. In addition, Select
Specialty Hospital recently (July 10, 2017) voluntarily surrendered its approved CON for 24 additional
LTACH beds. As a result, sixty (60) approved LTACH beds have recently been surrendered to either the
Board of Licensing Health Care Facilities or the Health Services and Development Agency.
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F. 1) Discuss how projected utilization rates will be sufficient to support the financial performance.
Indicate when the project’s financial breakeven is expected and demonstrate the availability of
sufficient cash flow until financial viability is achieved. Provide copies of the balance sheet and
income statement from the most recent reporting period of the institution and the most recent audited
financial statements with accompanying notes, if applicable. For all projects, provide financial
information for the corporation, partnership, or principal parties that will be a source of funding for
the project. Copies must be inserted at the end of the application, in the correct alpha-numeric order
and labeled as Attachment Section B-Economic Feasibility-F1. NOTE: Publicly held entities
only need to reference their SEC filings.

Response: Based on the Year 1 budget projections, and assuming the project is approved and is initiated
within the timeframe as indicated, the long term acute care hospital is anticipated to realize a positive cash
flow in the first year following completion of the addition. We believe the additional beds will fill up almost
immediately.

Financials are included as Attachment B.EconomicFeasibility.F.1.

2) Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the  variable
or operating costs have been paid. The formula for this ratio is: (Earnings before interest, Taxes, and
Depreciation/Net Operating Revenue).

Response: Utilizing information from the Historical and Projected Data Charts please report the net operating
margin ratio trends in the following table:

2nd Year 1st Year . )
. . Projected Projected
Year previous to previous to Current Year Year 1 Year 2
Current Year | Current Year
Net Operating |, g0, 4.9% 4.7% 12.2% 10.5%
Margin Ratio
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3) Capitalization Ratio (Long-term debt to capitalization) — Measures the proportion of debt financing
in a business’s permanent (Long-term) financing mix. This ratio best measures a business’s true
capital structure because it is not affected by short-term financing decisions. The formula for this
ratio is: [Long-term debt/(Long-term debt + Total Equity (Net assets)] x 100).

Response: For the entity (applicant and/or parent company) that is funding the proposed project please provide
the capitalization ratio using the most recent year available from the funding entity’s audited balance sheet, if
applicable. The Capitalization Ratios are not expected from outside the company lenders that provide funding.

Long Term Debt = 0 = 0
(Long Term Debt + Total Equity) x 100 (0 +11846000) x 100
For Owner:
Long Term Debt = 41.829.738 = 0.0015
(Long Term Debt + Total Equity) x 100 (41,829,738 +242,947,894) x 100 or 0.15%
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G. Discuss the project’s participation in state and federal revenue programs including a description of the
extent to which Medicare, TennCare/Medicaid and medically indigent patients will be served by the
project. Additionally, report the estimated gross operating revenue dollar amount and percentage of
projected gross operating revenue anticipated by payor classification for the first year of the project by

completing the table below.

Response: Historical:

Payor Source Projected Gross | As a % of Total
Operating Revenue (§)

Medicare/Medicare Managed Care 41,937,308 66.9

TennCare/Medicaid 6,310,878 10.1

Commercial/Other Managed Care 12,637,108 20.2

Self-Pay 119,605 0.2

Charity Care

Other (Specify) Worker’s Compensation 1,705,005 2.7

Total 62,709,904 100.0

Project Only Projected Yrl:

Payor Source Projected Gross | As a % of Total
Operating Revenue ($)

Medicare/Medicare Managed Care 9,926,847 66.9

TennCare/Medicaid 1,493,828 10.1

Commercial/Other Managed Care 2,991,290 20.2

Self-Pay 28,311 0.2

Charity Care

Other (Specify) Worker’s Compensation 401,724 2.7

Total 14,842,000 100.0

Total Facility Projected Yr 1:

Payor Source Projected Gross | As a % of Total
Operating Revenue ($)

Medicare/Medicare Managed Care 52,458,953 66.9

TennCare/Medicaid 7,894,213 10.1

Commercial/Other Managed Care 15,807,630 20.2

Self-Pay 149,613 0.2

Charity Care

Other (Specify) Worker’s Compensation 2,122,931 2.7

Total 78,433,340 100.0
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H. Provide the projected staffing for the project in Year 1 and compare to the current staffing for the most
recent 12-month period, as appropriate. This can be reported using full-time equivalent (FTEs)
positions for these positions. Additionally, please identify projected salary amounts by position
classifications and compare the clinical staff salaries to prevailing wage patterns in the proposed service
area as published by the Department of Labor & Workforce Development and/or other documented
sources.

Response: Please see chart below:

Position Existing FTE Projected FTE Avg Wage $ Avg Wage $
Classification 2017 (Year 1) (contractual rate) Area/State
RN 38.0 53.3 32.71 31.75
CNA 9.9 10.1 13.23 12.95
Patient Care Extern 0.4 0.5 18.69 31.75
Dir. Respiratory Care 1.0 1.0 42.52 31.75
Liaison Nurse 2.0 2.0 34.88 31.75
Lead Respiratory Therapist 1.2 1.0 29.42 31.75
Occupational Therapist 0.9 0.8 47.67 31.75
Physical Therapist 0.9 0.9 48.18 31.75
Speech Pathologist 0.9 1.0 47.44 31.75
Patient Care Coordinator 4.0 3.5 30.35 31.75
Resp Ther/RRT 9.9 10.2 24,19 31.75
Medical Assistant 2.0 2.0 13.91 12.95
Physical Ther Asst 1.1 1.1 29.88 31.75
Resp Ther Tech/Cert 1.0 1.0 23.74 31.75
Patient Serv Clerk 5.6 55 14.57 12.95
a. Total Direct Care 78.7 93.8
Nursing Clin Supv 0.6 1.0 45.67 43.95
Chief Nursing Officer 1.0 1.0 58.85 43.95
Dir HIM 1.0 1.0 37.02 43.95
Case Mgr/RN 1.0 1.1 33.97 43.95
HIM Coding Spec 0.4 0.1 22.00 12.95
Admitting Coordinator 1.0 1.0 19.85 12.95
Pre-Certification Nurse 0.9 1.9 33.65 12.95
CMS Data Coordinator 0.9 1.0 19.31 12.95
Admin Secretary 0.2 0.0 16.50 12.95
b. Total Non-Direct 6.9 8.1
Contracted Therapy
Contracted Med Dir/Diet. .
c. Total Contractual 0.0 0.0
Total Staff (@ + b + c) 85.6 101.9
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. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

1) Discuss the availability of less costly, more effective and/or more efficient alternative methods of
providing the benefits intended by the proposal. If development of such alternatives is not
practicable, justify why not, including reasons as to why they were rejected.

Response: First, doing nothing is always an alternative, but was discarded since our high utilization and other
factors indicate a need for more LTACH beds. Second, the construction of a new facility was discarded as
such would be cost-prohibitive. It was felt that utilizing existing space on campus would be the most cost-
efficient manner in which to provide the additional beds, plus the fastest manner in which to do so. The
LTACH Moratorium, which expires in October, 2017, prevented us from adding beds in the past.

2) Document that consideration has been given to alternatives to new construction, e.g., modernization
or sharing arrangements.

Response: First, doing nothing is always an alternative, but was discarded since our high utilization and other
factors indicate a need for more LTACH beds. Second, the construction of a new facility was discarded as
such would be cost-prohibitive. It was felt that utilizing existing space on campus would be the most cost-
efficient manner in which to provide the additional beds, plus the fastest manner in which to do so. The
LTACH Moratorium, which expires in October, 2017, prevented us from adding beds in the past.
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SECTION B: CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

A. List all existing health care providers (i.c., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or plans to
have contractual and/or working relationships, that may directly or indirectly apply to the project, such as,
transfer agreements, contractual agreements for health services.

Response: We have a transfer agreement with Regional One Health. Our medical director and physician
group agreement is with Sleep and Pulmonary Specialist, PLLC.

B. Describe the effects of competition and/or duplication of the proposal on the health care system, including
the impact to consumers and existing providers in the service area. Discuss any instances of competition
and/or duplication arising from your proposal including a description of the effect the proposal will have
on the utilization rates of existing providers in the service area of the project.

1) Positive Effects

Response: The provision of healthcare services to patients in need normally has a positive impact on those
patients, and this project is no exception. Once these beds are approved and licensed, the Applicant will be in
a better position to provide needed services to patients requiring LTACH care. Further, since sixty (60)
LTACH beds have been voluntarily surrendered within the past year, the addition of these requested beds will
have little impact on existing providers in the area.

2) Negative Effects

Response: The Applicant is unaware of any negative impact that this project might have on the health care
system.

C. 1) Discuss the availability of and accessibility to human resources required by the proposal, including
clinical leadership and adequate professional staff, as per the State of Tennessee licensing
requirements and/or requirements of accrediting agencies, such as the Joint Commission and
Commission on Accreditation of Rehabilitation Facilities.

Response: The Applicant hires mostly experienced staff from the local healthcare market, through formal
recruitment plans and efforts as well as informal. We have a formal nurse extern program through which we
have made direct hires upon successful completion. We believe that we have the clinical leadership already
on staff, and adequate professional staff is available locally.

2) Verify that the applicant has reviewed and understands all licensing and/or certification as required by
the State of Tennessee and/or accrediting agencies such as the Joint Commission for medical/clinical
staff. These include, without limitation, regulations concerning clinical leadership, physician
supervision, quality assurance policies and programs, utilization review policies and programs, record
keeping, clinical staffing requirements, and staff education.

Response: The Applicant understands these standards.
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3) Discuss the applicant’s participation in the training of students in the areas of medicine, nursing, social
work, etc. (e.g., internships, residencies, etc.).

Response: The Applicant, through its Owner, has an agreement with UT Medical School to train physicians
and those physicians rotate through our LTACH (Please see Attachment B.OrderlyDevelopment.C.3). In
addition, we have agreements with both the University of Memphis, College of Nursing, and with Union
College for the training of nursing students, and an agreement with Concord Career College for the training of
Respiratory Therapy students.

D. Identify the type of licensure and certification requirements applicable and verify the applicant has
reviewed and understands them. Discuss any additional requirements, if applicable. Provide the name of
the entity from which the applicant has received or will receive licensure, certification, and/or
accreditation.

Response: Please see below:

Licensure: Tennessee Department of Health

Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.): Hospital, certified in Medicare,
Medicaid/TennCare patients served through various MCO contracts.

Accreditation (i.e., Joint Commission, CARF, etc.): Not Applicable

1) If an existing institution, describe the current standing with any licensing, certifying, or accrediting
agency. Provide a copy of the current license of the facility and accreditation designation.

Response: The Applicant is an existing hospital, licensed by the Tennessee Department of Health (#36), and
a copy of the license is provided as Attachment B.OrderlyDevelopment.D.1.

2) For existing providers, please provide a copy of the most recent statement of deficiencies/plan of
correction and document that all deficiencies/findings have been corrected by providing a letter from
the appropriate agency.

Response: The Applicant’s latest survey and POC are provided as Attachment B.OrderlyDevelopment.D.2.
3) Document and explain inspections within the last three survey cycles which have resulted in any of
the following state, federal, or accrediting body actions: suspension of admissions, civil monetary

penalties, notice of 23-day or 90-day termination proceedings from Medicare/Medicaid/TennCare,
revocation/denial of accreditation, or other similar actions.

a) Discuss what measures the applicant has or will put in place to avoid similar findings in the future.

Response: Not applicable.
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E. Respond to all of the following and for such occurrences, identify, explain and provide documentation:

1) Has any of the following:

a)

Response:

b)

Response:

c)

Response:

Any person(s) or entity with more than 5% ownership (direct or indirect) in the applicant (to
include any entity in the chain of ownership for applicant);
No.

Any entity in which any person(s) or entity with more than 5% ownership (direct or indirect) in
the applicant (to include any entity in the chain of ownership for applicant) has an ownership
interest of more than 5%; and/or

No.

Any physician or other provider of health care, or administrator employed by any entity in which
any person(s) or entity with more than 5% ownership in the applicant (to include any entity in the
chain of ownership for applicant) has an ownership interest of more than 5%.

No.

2) Been subjected to any of the following:

a)

Response:

b)

Response:

¢)

Response:

d)

Response:

e)

Response:

f)

Response:

g)

Response:

h)

Response:

HF-0004 Revised 12/2016 — All forms prior to this time are obsolete.

Final Order or Judgment in a state licensure action;
No.

Criminal fines in cases involving a Federal or State health care offense;
No.

Civil monetary penalties in cases involving a Federal or State health care offense;
No.

Administrative monetary penalties in cases involving a Federal or State health care offense;
No.

Agreement to pay civil or administrative monetary penalties to the federal government or any
state in cases involving claims related to the provision of health care items and services; and/or
No.

Suspension or termination of participation in Medicare or Medicaid/TennCare programs.
No.

Is presently subject of/to an investigation, regulatory action, or party in any civil or criminal
action of which you are aware.
No.

Is presently subject to a corporate integrity agreement.
No.
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F. Outstanding Projects:

1) Complete the following chart by entering information for each applicable outstanding CON by
applicant or share common ownership; and

Qutstanding Projects

*Annual Progress Report(s)

. Date Expiration
CON Numb Project Na .
umuyer . e Approved | Due Date Date Filed Date

* Annual Progress Reports — HSDA Rules require that an Annual Progress Report (APR) be submitted each
year. The APR is due annually until the Final Project Report (FPR) is submitted (FPR is due within 90
ninety days of the completion and/or implementation of the project). Brief progress status updates are
requested as needed. The project remains outstanding until the FPR is received.

2) Provide a brief description of the current progress, and status of each applicable outstanding CON.

Response: There are no outstanding projects.
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G. Equipment Registry — For the applicant and all entities in common ownership with the applicant.
1) Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography scanner
(CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron Emission
Tomographer (PET)?

2) If'yes, have you submitted their registration to HSDA? If you have, what was the date of
submission?

3) If yes, have you submitted your utilization to Health Services and Development Agency? If you
have, what was the date of submission?

Response: Not Applicable.

SECTION B: QUALITY MEASURES

Please verify that the applicant will report annually using forms prescribed by the Agency concerning
continued need and appropriate quality measures as determined by the Agency pertaining to the certificate of
need, if approved.

Response: The Applicant will report annually using forms prescribed by the Agency concerning continued
need and appropriate quality measures as determined by the Agency pertaining to the certificate of need, if
approved.
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SECTION C: STATE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health Planning to develop
and annually update the State Health Plan (found at http:/www.n.gov/health/topic/health-planning ). The
State Health Plan guides the State in the development of health care programs and policies and in the allocation
of health care resources in the State, including the Certificate of Need program. The 5 Principles for Achieving
Better Health are from the State Health Plan’s framework and inform the Certificate of Need program and its
standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found in the State
Health Plan.

A.  The purpose of the State Health Plan is to improve the health of the people of Tennessee.

Response: The Applicant provides inpatient long term acute care hospital (LTACH) services to an area that
has recently lost many LTACH beds. An existing LTACH (Methodist Extended Care) closed and turned in its
license to operate thirty-six (36) LTACH beds on June 20, 2016, and another existing LTACH (Select Specialty
Hospital) turned in its approved CON to add twenty-four (24) beds on July 10, 2017. This means sixty (60)
existing and/or approved LTACH beds will not be available to serve patients who need those services. This
application, to add six (6) LTACH beds, is a small step in alleviating that problem, and will improve the health
of the people of Tennessee who require such services.

The Applicant’s goal of continuing to provide these appropriate and needed services is consistent with the State
Health Plan, and this project will improve the health of Tennesseans.

B.  People in Tennessee should have access to health care and the conditions to achieve optimal health.

Response: The Applicant will continue to provide a service currently needed by all citizens in the service
area.

C. Health resources in Tennessee, including health care, should be developed to address the health of people
in Tennessee while encouraging economic efficiencies.

Response: The development of services by the Applicant has always been the result of attempts to meet the
needs of the Tennesseans it serves. There is an unmet need for LTACH care in the service area. There currently
exist only ninety-three (93) LTACH beds in the service area, but one hundred fifty-three LTACH beds have
been approved for the same service area, a shortage of sixty (60) beds. Therefore, the approval of this
application will enhance the development of more LTACH services for residents in the proposed service area.

D.  People in Tennessee should have confidence that the quality of health care is continually monitored and
standards are adhered to by providers.

Response: Tennessee is fortunate to have an excellent licensing division of the Department of Health. The
Board of Licensing Health Care Facilities provides standards for and monitoring of licensed health care
providers. This Applicant will continue to be licensed by the Department of Health and will be certified by
Medicare, and Medicaid (TennCare).

E. The state should support the development, recruitment, and retention of a sufficient and quality health
workforce.

Response: The Applicant is committed to providing its staff both safe working conditions and continuing
education.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and dateline
intact or submit a publication affidavit from the newspaper that includes a copy of the publication as
proof of the publication of the letter of intent.

Response: Proof of Publication is attached.

NOTIFICATION REQUIREMENTS
(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate Addiction)

Note that T.C.A. §68-11-1607(c)(9)(A) states that ... Within ten (10) days of the filing of an application for a
nonresidential substitution-based treatment center for opiate addiction with the agency, the applicant shall send
anotice to the county mayor of the county in which the facility is proposed to be located, the state representative
and senator representing the house district and senate district in which the facility is proposed to be located,
and to the mayor of the municipality, if the facility is proposed to be located within the corporate boundaries
of a municipality, by certified mail, return receipt requested, informing such officials that an application for a
nonresidential substitution-based treatment center for opiate addiction has been filed with the agency by the
applicant.”

Failure to provide the notifications described above within the required statutory timeframe will result in the
voiding of the CON application.

Please provide documentation of these notifications.
Response: Not Applicable.

DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to exceed three (3)
years (for hospital projects) or two (2) years (for all other projects) from the date of its issuance and
after such time shall expire; provided, that the Agency may, in granting the Certificate of Need, allow
longer periods of validity for Certificates of Need for good cause shown. Subsequent to granting the
Certificate of Need, the Agency may extend a Certificate of Need for a period upon application and good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by rule. A
Certificate of Need which has been extended shall expire at the end of the extended time period. The
decision whether to grant such an extension is within the sole discretion of the Agency, and is not subject
to review, reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the project will be completed
in multiple phases, please identify the anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not anticipate completing
the project within the period of validity as defined in the preceding paragraph, please state below any
request for an extended schedule and document the “good cause” for such an extension.

Response: The Project Completion Forecast Chart is completed.
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date listed in
Item 1 below, indicate the number of days from the HSDA decision date to each phase of the completion

forecast.
Days Anticipated Date
Phase Required [Month/Year]
10/2017
1. Initial HSDA decision date
2. Architectural and engineering contract signed
3. Construction documents approved by the Tennessee
Department of Health
4. Construction contract signed
5. Building permit secured
6. Site preparation completed
7. Building construction commenced
8. Construction 40% complete
9. Construction 80% complete
10. Construction 100% complete (approved for occupancy
01/2018
11. *Issuance of License
02/2018
12. *Issuance of Service
13. Final Architectural Certification of Payment
14. Final Project Report Form submitted (Form HR0055)

*For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

determination to reflect the actual issue date

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the final
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AFFIDAVIT

aUG 14717 278

STATE OF TENNESSEE

COUNTY OF DAVIDSON

E. Graham Baker. Jr., being first duly sworn, says that he/she is the applicant named in this application or

his/her/its lawful agent, that this project will be completed in accordance with the application, that the applicant
has read the directions to this application, the Rules of the Health Services and Development Agency, and
T.C.A. §68-11-1601, et seq., and that the responses to this application or any other questions deemed

appropriate by the Health Services and Development Agency are true and complete to the best of his

E Bt b, ¥

@NM URE/PITLE

knowledge, information and belief.

7 %
Sworn to and subscribed before me this _/ [ day of dIG 27
(Monlh) (Year)

a Notary Public in and for the County/State of Davidson/Tennessee.
NOTARY PUBLIC
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Attachment A.3.C
ANDERSON & BAKER

An Association of Attorneys

2021 RICHARD JONES ROAD, SUITE 120
NASHVILLE, TENNESSEE 37215-2874

ROBERT A. ANDERSON E. GRAHAM BAKER, JR.
Direct: 615-383-3332 Direct: 615-370-3380
Facsimile: 615-383-3480 Facsimile:  615-221-0080

August 14,2017

Melanie Hill, Executive Director

Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

Re:  Regional MED Extended Care Hospital, LLC,
d/b/a Regional One Health Extended Care Hospital
Request to be placed on Consent Calendar

Dear Ms. Hill:

I represent the referenced hospital, am filing a Certificate of Need application today for the addition
of six (6) beds to the facility, and respectively request this application be placed on the Consent
Calendar. The rationale for this request includes: (1) the Applicant’s facility is currently operating
at 84.2% based on 24 beds, and at 96.3% based on 21 staffed beds, plus Methodist Hospital has
closed its 36 bed LTACH and Select Specialty Hospital recently voluntarily surrendered its
approved CON for 24 beds, all of which indicates need for the requested beds; (2) the project is
economically feasible and is the most cost-efficient manner in which to provide the needed
additional beds; (3) the facility maintains high quality standards and will continue to do so; and
(4) the Applicant is administratively, operationally, and physically closer to a referring facility
with patients who have extended care needs.

Please contact me if you have need for further information in this regard.
Respectfully,

[ Guta Bodee |

<, (raham Baker, Jr




Astachment B.OrderlyDeveiopment.D.2.

Regional One Health

EXTENDED CARE

March 3, 2017

Kathy Zeigler, RN

Department of Health

West 'Tennessee Health Care Facililies
2975 C Highway 45 Bypass

Jackson, TN 38305-3608

VIA: Federal Express
Re: Regional One Health Extended Care Hospital Life Safety Plan of Correction Response
Dear Ms. Kathy Zeigler,

Please accept this letter and enclosed documentation on behall of Regional One Health Extended Care
Hospital in response to correspondence received from your office dated February 23, 2017, The attached
Plan of Correction describes how Regional One Health Extended Care Hospital will correct the cited
deficiencies and the time frame for completion of the work: specifically the fire stop systems which will

be vsed to repair each penctration.

We believe that the enclosed provides the requested information, but ask that you contact me ai
wkellv g regonaloreheaiinorg or (901) 5153030 il vou have any questions, or i anything further is
needed. Thank you in advance for your time and attention to this maiter.

Sincerely,

W,

Mark Kelly /
CEO/Administrator




Divislon of Heallh Care Facilltiss

PRINTED:

02/23/2017

FORMAPPROVED

(X3) DATE SURVEY

REGIONAL ONE HEALTH EXTENDED CARE HOSPITA

880 MADISON AVENUE, 4TH FLOOR
MEMPHIS, TN 38103

STATEMENT OF DEFICIENCIES (X1} PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A, BUILDING: 3F - REGION 1 HEALTH SUB ACUTE COMPLETED
CARE
TNPE31188-LT 8. WING 01/11/2017
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE

TIME

CED 3~ March 2017

(X4) 1D SUMMARY STATEMENT OF DEFICIENCIES D | PROVIDER'S PLAN OF CORRECTION (x5)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLEYE
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE DATE
DEFICIENCY)
H 871| 1200-08-01-.08 (1) Building Standards H 871
For all findings documented in this report,
(1) A hospital shall construct, arrange, and the Regional One Health Director,
maintain the condition of the physical plant and Engineering Services, is responsible for the
the overall hospital environment In such a correctlve action and for overall/ongoing
manner that the safety and well-belng of the compliance. The Director Is 3M Certlfied in
patients are assured. Fire Protectlon and completed the 3M
Through Penetratfons Program. The
Dlrector and team will be utilizing Hitti
systems and products,
This Rule is not met as evidenced by:
National Fire Protection Aasociation (NFPA) 101, -Pnr”:g?:rze;lzw;egdelt::m,fanéf\vr\;ri‘lle:gﬁznue
8.2.2.2 (2012 Ed.) to monitor projects, This firm speciallzes in
Fire compartments shall be formed by flre . ,
barrlers health care facllity design.
complying with 8.3.
NFPA 101, 8,3.1.3 (2012 Ed.) Any contractors with a need to work above
Walls used as fire barriers shall comply with the ceiling will be required to contact
Chapter 7 Facllity Enginesring and complete an
of NFPA 221, Standard for High Challenge Fire above celling permit prior o starting any
Walls, Fire Walls, and Fire Barrier Walls. work that affects fire barriers. A follow-up
Inspection will be conducted when work is
NFPA 221,7.1 (2012 Ed) completed to ensure 100% compliance with
Fire barrier walls shall meet the requirements of this requirement.
this chapter and Chapter 4 axcept as modified by
this chapter. The Administrator of Reglonal One Health
Extended Care Hospital shall monitor the
NFPA 221, 4.9.2 (2012 Ed.) ,
Penetrations for cables, cable trays, conduits, progress of Reglonal One Health's team to
pipes, tubes, combustion vents and exhaust ensure completion. Ongoll}g review Of.
vents, wires, and similar Itsms to accommodate environment services provided by Regional
electrical, mechanical, plumbing, and One Health Extended Care Optional, shall
communications systems that pass through a be monltored to ensure timely handling by
wall, floor, or floor/celling assembly constructed the Reglonal One Heallh Extended Care
as a flre barrier shall be protected by a firestop Hospital quality program.
system or device.
[6000:8.8.2}
NFPA 221, 4,9.3 (2012 Ed.)
Where the penetrating item uses a sleeve to
Givislon of Hoallh Gare Facilles
(X8) DATE
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penetrate the wall or floor, the sieeve shall be
securely set in the wall or floor, and the space
between the item and the sleeve shall be filled
with a material that complies with 4.9.2 and
4.9.2.1. [5000:8.8.3]

Based on observations, the facility failed to
maintain the physical plant.

The findings included:

1. Observation on 1/11/17 at 12:07 PM, revealed
the following penetrations in nursing pod C-3
above the 1 hour fire doors by patient room #22
in the drywail:

a. 3 unapproved drywall patches.

b. 1 easy sleeve not sealed at the wall.
c. drywall tape seams and ends were exposed.

d. the corner seam of the wall was not
completely sealed.

e. a1inch metal sleeve was not sealed per an
approved method.

f. a1 3/4 inch metal sleeve was not sealed per
an approved method.

g. 2 -4 inch white insulated lines were not
I sealed per an approved method.

| 2. Observation on 1/11/17 at 12:16 PM, revealed
the following penetrations above the 1 hour fire
doors hy the dictation room in the drywalll:

a. drywall tape seams and ends were exposed.

b. a1 1/4 inch metal conduit sleeve was filled
over 60% of the opening with cables.

1a. This issue will be repaired by
reconstructing the wall as per UL465
wall construction detail.

1b. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.

1c. This issue will be repaired by
reconstructing the wall as per UL465
wall construction detail.

1d. This issue will be repaired by
reconstructing the wall as per UL465
wall construction detail.

1e. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.

1f. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.

1g. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.

2a. This issue will be repaired by
reconstructing the wall as per UL465
wall construction detail.

2b. This issues will be repaired using
Hilti approved fire stopping materials as
per system number W-L-3393,

2/25/2017

21252017
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c. an unapproved drywall patch above the
sprinkler line.

d. 11 -1 inch metal conduits were not sealed per
an approved method.

3. Observation on 1/11/17 at 12:21 PM, revealed
the following penetrations above the 1 hour fire
doors between the procedure room and the
CEOQ's office in the drywall:

a. 3-11/2 copper lines were not sealed per an
approved method.

b. a1 inch metal conduit below the copper lines
was not sealed per an approved method.

c. an unapproved drywall patch,

d. a 1/4 inch metallic flexible conduit had mixed
fire stop.

e. a4 inch separation in the drywall above the
metallic flexible conduit was not sealed.

f. 2 -1 inch metal conduits had mixed fire stop.

g. a1 3/4inch steel black pipe had mixed fire
stop.

h. 4 -1 inch metal conduit sleeves had mixed
fire stop.

i. 3 -1inch metal conduits were not sealed per
an approved method.

4. Observation on 1/11/17 at 12:32 PM, revealed
the following penetrations above the 1 hour fire
doors by patient room #10 in the drywalil:

the wall as per UL465 wall construction detail.

2d. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3a. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3b. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3c. This issue will be repaired by reconstructing
the wall as per UL465 wall construction detail.

3d. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3e. This issue will be repaired by reconstructing
the wall as per UL465 wall construction detail.

3f. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3g. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3h. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

3i. This issue will be repaired using Hilti
approved fire stopping materials as per system
number W-L-1054.

2/25/2017

2/25/2017
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the wall as per UL465 wall construction detail. | 2/25/2017
a. drywall tape seams and ends were exposed.
4b. This issue will be repaired using Hilti

b. the patient room wall had a 1 inch metal approved fire stopping materials as per system
conduit with mixed fire stop. number W-L-1054.
c. an unapproved drywall patch. 4c. This issue will be repaired by reconstructing

the wall as per UL465 wall construction detail.

d. a2 1/2inch black steel pipe was not sealed

per an approved method. 4d. This issue will be repaired using Hilti

approved fire stopping materials as per system |

e. the 1 inch opening at the corner of the number W-L-1054.

insulated duct work was not sealed.

4e. This issue will be repaired by reconstructing

f a1 inch metal sleeve was not sealed at the the wall as per UL465 wall construction detail.

wall. 4f. This issue will be repaired using Hilti
approved fire stopping materials as per system

|9 the 3 inch sprinkler line had mixed fire stop. number W-L-1054.
|
| 4g. This issue will be repaired using Hilti
| 5. Observation on 1/11/17 at 12:40 PM, revealed approved fire stopping materials as per system
' the stairwell had the following penetrations in the number W-L-1054.
I 2 hour concrete block wall:

a. a1 inch metal conduit was not sealed inside 5a. This issue will be repaired using Hilti 219512017
| the opening or at the wall. approved fire stopping materials as per
i ) ) . system number W-L-1054.

b. 2 -1 inch metal conduits were sealed with
[ gypsum mud. 5b. This issue will be repaired using Hilti

approved fire stopping materials as per
c. the 3 inch sprinkler line had mixed fire stop. system number W-L-1054.
5c¢. This issue will be repaired using Hilti

6. Observation on 1/11/17 at 12:45 PM, revealed approved fire stopping materials as per

the following penetrations above the 1 hour fire system number W-L-1054.

doors to the outpatient center in the drywall: . . .

a. drywall tape seams and ends were exposed. 6a. Tiisiasueuylibeirepairad by 2/25/2017

reconstructing the wall as per UL465 wall
b. an unapproved drywall patch. constEion details

] - 6b. This issue will be repaired by
c. a5 inch black steel pipe was not sealed per an reconstructing the wall as per UL465 wall

| approved method. construction detail

Division of Heallh Care Facilities
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7. Observation on 1/11/17 at 12:50 PM, revealed
the following penetrations above the 45 minute
fire doors to the storage area:

a. drywall tape seams and ends were exposed.

b. 2 - 1inch metal conduits were not sealed per
an approved method.

c. the 2 inch black steel sprinkler line had mixed
fira stop.

d. a 1inch metal sleeve was not sealed at the
wall.

National Fire Protection Association (NFPA) 101,
8.2.2.2 (2012 Ed.)

Fire compartments shall be formed by fire
barriers

complying with 8.3.1.3 (2012 Ed.)

NFPA 221, 7.1 (2012 Ed.)

NFPA 221, 4.9.2 (2012 Ed.)

NFPA 221, 4.9.3 (2012 Ed.)

The project manager was present when the
deficiencies were identified and the administrator
acknowledged the deficiencies during the exit
interview on 1/11/17.

approved fire stopping materials as per system |
number W-L-1054.

7a. This issue will be repaired by
reconstructing the wall as per UL465 wall
construction detail.

7b. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054,

2/25/2017

7c. This issue wili be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.

7d. This issue will be repaired using Hilti
approved fire stopping materials as per
system number W-L-1054.
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SRS System No. W-L-1054 8
c us -
Classlied by ANSI/UL1479 (ASTM E814) CAN/ULC S115 =
Underwrilers Laboratories, Inc.
toUL 1479 and CANULC-8115 | F Ratings —1 and 2 Hr (See ltems 1 and 3) F Ratings — 1 and 2 Hr (See items 1 and 3)
T Rating— 0 Hr FT Rating — 0 Hr
L Rating at Ambient — Less Than 1 CFM/sq ft FH Ratings —1 and 2 Hr (See Items 1 and 3)
L Rating at 400 F — Less Than 1 CFM/sq it FTH Rating — 0 Hr

L Rating at Ambient — Less Than 1 CFM/sq ft

L Rating at 400 F — Less Than 1 CFM/sq ft

L@

SECTION A-A

1. Wall Assembly — The 1 or 2 hr fire-rated gypsum wallboard/stud wall assembly shall be constructed of the materials and in the manner specified
in the individual U300 or U400 Series Wall and Pariition Designs in the UL Fire Resistance Directory and shall include the following construction
features:

A. Studs — Wall framing may consist of either wood studs or steel channel studs. Wood studs to consist of nom 2 by 4 in. (51 by 102 ram)
lumber spaced 16 in. (406 mm) OC. Steel studs to be min 2-1/2 in. (64 mm) wide and spaced max 24 in. (610 mm) OC. When steel studs are
used and the diam of opening exceeds the width of stud cavily, the opening shall be framed on all sides using lengths of steel stud installed |
between the vertical studs and screw-attached to the steet studs at each end. The framed opening in the wall shall be 4 to 6 in. (102 to 152
mm) wider and 4 to 6 in. (102 to 152 mm) higher than the diam of the penetrating item such that, when the penetrating item is installed in the
opening, a 2to 3 in. (51 to 76 mm) clearance is present between the penetrating item and the framing on all four sides.

B. Gypsum Board™ — 5/8 in. (16 mm} thick, 4 ft (122 cm) wide with square or tapered edges. The gypsum board type, thickness, number of
layers, fastener type and sheet orientation shall be as specified in the individual U300 or U400 Series Design in the UL Fire Resistance
Directory. Max diam of opening is 32-1/4 in. (813 mm) for steel stud walls. Max diam of opening is 14-1/2 in. (368 mm) for wood stud walls.

The F and FH Ratings of the firestop system are equal to the fire rating of the wall assembly.

Reproduced by HILTI, Inc. Courtesy of
Underwriters Laboratories, Inc.
October 14, 2015

Hilti Firestop Systems I Page: 1 of 2




System No. W-L-1054

WL 1054

2. Through-Penetrants — One metallic pipe, conduit or tubing to be installed either concentrically or eccentrically within the firestop system. The
annular space shall be min 0 in. to max 2-1/4 in. (57 mm). Pipe may be installed with continuous point contact. Pipe, conduit or tubing to be rigidly
supported on both sides of wall assembly. The following types and sizes of metallic pipes, conduits or tubing may be used:

A. Steel Pipe — Nom 30 in. (762 mm) diam (or smaller) Schedule 10 (or heavier) steel pipe.

B. Iron Pipe — Nom 30 in. (762 mm) diam (or smaller) cast or ductile iron pipe.

C. Conduit — Nom 4 n. (102 mm) diam (or smaller) steel electrical metallic tubing or 6 in. (152 mm) . diam steel conduit.
D. Copper Tubing — Nom 6 in, (152 mm) diam (or smaller) Type L (or heavier) copper tubing.

E. Copper Pipe — Nom 6 in. (152 mm) diam (or smaller) regular (or heavier) copper pipe.

3. Fill, Void or Cavity Material* — Sealant — Min 5/8 in. (16 mm) thickness of fill material applied within the annulus, flush with both surfaces of wall,
Atthe point or continuous contact locations between pipe and wall, a min 1/2in. (13 mm) diam bead of fill material shall be applied at the pipe wall
interface on both surfaces of wall.

HILTI CONSTRUCTION CHEMICALS, DIV OF HILT! INC — FS-One Sealant or FS-ONE MAX Intumescent Sealant

* Indicates such products shall bear the UL or cUL Certification Mark for jurisdictions employing the UL or cUL Certification (such as Canada),
respectively.

Reproduced by HILTI, inc. Courtesy of
Underwriters Laboratories, inc.
October 14, 2015

Hilti Firestop Systems IPage: 20f2




SrilS Y o
NG System No. W-L-3393 2
c us |
Classified by ;
Underwriters Laboralories, Inc.
lo UL 1479 and CAN/ULC-8115
ANSI/UL1479 (ASTM E814) CAN/ULC 8115

F Ratings - 1 and 2 Hr (See Item 1)

F Ratings - 1 and 2 Hr (See Item 1

T Ratings - 0, 3/4 and 1 Hr (See Items 2 and 3)

L Rating At Ambient - See Item 4

)
FT Ratings - 0, 3/4 and 1 Hr (See ltems 2 and 3)
FH Ratings - 1 and 2 Hr (See Item 1)

L Rating At 400F - See Item 4 FTH Ratings - 0, 3/4 and 1 Hr (See Items 2 and 3)
L Rating At Ambient - See Item 4

L Rating At 400F - See ltem 4

SECTION A-A

1. Wall Assembly — The 1 or 2 r fire rated gypsum board/stud wall assembly shall be constructed of the materials and in the manner described
within the Individual U300, U400, V400 or W400 Series Wall and Partition Designs in the UL Fire Resistance Directory and shall incorporate the
following construction features:

A. Studs — Wall framing shall consist of either wood studs or steel channel studs. Wood studs to consist of nom 2 by 4 in, (51 by 102 mm)
lumber spaced max 16 in. (406 mm) OC. Steel studs to be min 3-1/2 in. (89 mm) wide and spaced max 24 in. (610 mm) OC.

B. Gypsum Board* — Nom 5/8 in. (16 mm) thick gypsum board as specified in the individual Wall and Partition Design. Opening in gypsum
board to be max 8 in. (203 mm) diam for 4" device and max 6 in. (152 mm) diam for 2" device.

The hourly F and FH Ratings of the firestop system are dependent upon the hourly rating of the wall in which it is installed.

Reproduced by HILTI, Inc. Courtesy of
Underwriters Laboratories, Inc.
January 25, 2013
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2. Cables — Within the loading area for each firestop device, the aggregate cross-sectional area of cables to be min 0 to max 60 percent fill. Cables
to be tightly bundled within the device and rigidly supported on both sides of wall assembly. Any combination of the following types of cables may

be used:

A. Max 100 pair No. 24 AWG (or smaller) copper conductor telecommunication cable with polyvinyl chioride (PVC) jacketing and insulation.

B. Max 7/C No. 12 AWG copper conductor control cable with PVC or XLPE jacket and insulation.

C. Max 4/0 AWG Type RHH ground cable.

D. Max 4 pr No. 22 AWG Cat 5 or Cat 6 computer cables.
E. Max RG 6/U coaxial cable with fluorinated ethylene insulation and jacketing.
F. Fiber optic cable with polyvinyl chloride (PVC) or polyethylene (PE) jacket and insulation having a max diam of 1/2 in. (13 mm).

G. Max 3/C No 12 AWG MC Cable.

For opening with cables, when the hourly rating of the wall assembly is 1 hr, the T, FT and FTH Ratings are O hr. For opening with cables,
when the hourly rating of the wall assembly is 2 hr, the T, FT and FTH Ratings are 1 hr except that when ltem 2C is used, the T, FT and

FTH Ratings are 3/4 hr.

3. Firestop Device* — Firestop device consists of a corrugated steel tube with a flange at each end that is spun clockwise onto device threads,
butting tightly to both sides of wall. Each flange is secured to face of wall with min four No. 10 by 1-1/2 in. (38 mm) steel Jaminating screws
through prepunched holes in flange. Device is designed to allow installation before or after the cable penetrants are in place. Device slid into wall
such that ends project an equal distance from the approximate centerline of the wall assembly. The annufar space between the device and the
periphery of the opening shall be min 0 in. {point contact) to max 2 in. (51 mm). For blank openings (no cables) in 2 hr rated walls, the T, FT and
FTH Ratings for the firestop system are 1 hr. For blank openings (no cables) in 1 hr rated walls, the T, FT and FTH Ratings are 0 hr.

HILTI CONSTRUCTION CHEMICALS, DIV OF HILTI INC — CFS-SL RK 2" and 4" Firestop Sleeve

4. Fill, Void or Cavity Material* - Plug — Nom 2 or 4in. (51 or 102 mm) plug sized for the firestop device (ltem 3) friction fit within the sleeve flush
with the end of the sleeve on both sides of the wall assembly. Plug cut to fit around the cable bundle and installed tightly within the sleeve.
HILTI CONSTRUCTION CHEMICALS, DIV OF HILTI INC — CFS-PL Firestop Plug

The following L Ratings are covered. Cable bundle shall be centered within the device.

CFM (per device) CFM/Sq Ft Opening

Ambient 400°F Ambient 400°F
Blank Opening (no cables) 1.3 11 38 3.0
Max 33% aggregate cable fill 28 1.2 8.1 33

WL 3393

=T

Hilti Firestop Systems

Repraduced by HILTI, Inc. Courtesy of
Underwriters Laboratorigs, Inc.
January 25, 2013
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Home Innovation Magazine Firestop Sealant FS-ONE MAX

FIRESTOP SEALANT FS-ONE
MAX

Take coverage and performance to the max.

Even the best product on the market can be improved. That’s why we’ve updated the
premier intumescent Firestop Sealant FS-ONE to Hilti Firestop Sealant FS-ONE MAX. With
an extended shelf life, improved handling and an ethylene glycol-free composition, FS-ONE
MAX is the next generation of intumescent firestop sealant.

FS-ONE MAX directly replaces Hilti Firestop Selant FS-ONE. In addition, all of our UL
systems have been updated to reflect the new, improved FS-ONE MAX. That means you'll
now find more than 600 UL systems to help protect combustible and non-combustible
penetrations for up to 4 hours of fire rating.

Applications Advantages
* Seal most common through penetrations in = Versatile: an intumescent firestop sealant
a variety of base materials for a wide variety of penetrations
* Use on concrete, masonry and drywall * Effective: smoke, gas and water resistant
* Use with mixed and multiple penetrations * Workable: water-based material is easy to
* Seal metal pipe penetrations: copper, steel dispense and apply
and EMT * Paintable: trowel to a smooth finish
* Seal insulated metal pipe penetrations: * Storable: long shelf life
steel and copper * Cleaner: ethylene glycol-free

https://www.us.hilti.com/content/hilti/W 1/US/en/products/innovation-offers-events/innova... 2/13/2017
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* Flexible: W-rated systems available

* American: satisfies Buy American
standards

EASILY SUBSTITUTE - AND UPGRADE

Download the substitution letter to include in your submittal.

Create a submittal with our online submittal generator tool.

TESTING IN ONGOING

Find the most up-to-date UL listings using the Hilti UL Selector

UPGRADE YOUR SPECIFICATION TEXT TO INCLUDE FS-ONE
MAX

Download the relevant specification sections

SHOP NOW

T

FH-ONE MAK ¥
%Q # 2101534 :

https://www.us.hilti.com/content/hilti/W1/US/en/products/innovation-offers-events/innova... 2/13/2017
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FS-ONE MAX
High-performance intumescent firestop sealant

TECHNICAL RESOURCES

Firestop Design Center >

Search for firestop systems by product or application »
Specifications & CAD Details >

Download BIM and AutoCAD objects »

SHARE

L f ..

Hilti = registered trademark of Hilti Corporation, 9494 Schaan, Liechtenstein Hilti USA
© 2009-20186, Right of technical and programme changes reserved, S.E. & O. Service Hotline: {800) 879-8000

Lorem ipsum dolor sit amet, consetetur sadipscing elitr, sed diam nonumy
eirmod tempor invidunt ut labore et dolore magna aliquyam erat, sed diam
voluptua. At vero eos et accusam et justo duo.

https://www.us.hilti.com/content/hilti/W 1/US/en/products/innovation-offers-events/innova... 2/13/2017



CERTIFICATE OF COMPLIANCE

Certificate Number  20150108-R13240
Report Reference  R13240
Issue Date  2015-January-08

Issued to:  Hilti Construction Chemicals, Div of Hilti Inc.

5400 S 122™ East Ave
Tulsa, OK 74146

This is to certify that  Fill; Void or Cavity Materials ,
representative samples of Fill, Void or CaVity Materials Certified for Canada
FS-ONE MAX Intumescent Sealant for use in Through-
Penetration Firestop and Joint Systems in the UL Fire
Resistance Directory and in the Products Certified for
Canada Directory.

Have been investigated by UL in accordance with the
Standard(s) indicated on this Certificate.

Standard(s) for Safety: m?g._ JFire Tests of Through-Penetration
Firestops,” = Edition 4
ANSI/UL 2079, "Tests for Fire Resistance of Building Joint
Systems," — Edition 4 — Revision Date 2014/12/17
CAN/ULC-8115, "Standard Method of Fire Tests of Firestop
Systems."” — Edition 4 — Issue Date 2011/06/01

Additional Information:  See the UL Online Certifications Directory at
www.ul.com/database for additional information

Only those products bearing the UL Classification Mark should be considered as being covered by
UL’s Classification and Follow-Up Service.

i ok,
The UL Classification Mark includes: UL in a circle: with the word “CLASSIFIED" @ (as shown); a control
number (may be alphanumeric) assigned by UL; a statement to indicate the extent of UL’s evaluation of
the product; and the product category name (product identity) as indicated in the appropriate: UL
Directory.

Look for the UL Classification Mark on the product.

WIlliam R. Carney, Dlioclor, North Amarlean Cartilication Programs. i
uLiLe §

Any and UL Mark sorvices mte providod an bohalf of UL LLC {UL) or sny sulhorized licensee o UL. For questions, pleasn
contacl a lecal UL Sorvico Repl oyl It
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Product Information

Retrofit Sleeve Kit
CFS-SL RK

Product description

& Retrofit cable management device for easily and safely firestopping
existing cable applications

Offered In 2" and 4" diameter versions

& Standard kit includes (1) retrofit sleeve (2) retrofit flanges with smoke
seal (2) Firestop Plugs CFS-PL

Product features

Fast and easy installation for existing cables wilh ability to re-penetrate
B Integrated smoke seal ellminales Lhe need to add sealant behind the
flange

Oversized flanges for irregular and large openings

Pte-cured, pre-formed firestop material does not expire, eliminating
shelf-life concerns

Protects most typical firestop cable applications

4" diameter device is compatible with the Hilti Gangplate (CFS-SL GP)
Buy American compliant

Meets LEED™ requirements for indoor environmental quallty credit 4.1
Low Emitting Materials, Sealants and Adhesives

# Low VOC content and no CFCs or HGFCs

Areas of application
% Single and bundled cables in gypsum and CMU walls

Examples

# Safely firestopping exlsting cable applications in fire rated walls,
especially where fulure re-penetration is needed

Installation instructions for Firestop Retrofit Sleeve Kit

Technical Data CFS-SL RK

2" Device Sleeve: 0D 2.5 0n /1D 2.3 in
Flange: OD 8 in

4" Device Sleeve: OD 4.5 in /1D 4.3 in
Flange: OD 10 in

Overali sleeve langth 10.5in

Expansion ratlo icted) Approx. 1:3

Tempn’;raiure resistance

59 F to 140° F (-15° C to B0~ U3)

Intumescent activation

Approx. 392° F (200° C)

Surface buming characteristics
(ASTM E B4-10b)

Flame Spread: 10
Smoke Development: 15

Tested in accordance with

ASTME 814

ﬂw
%fm':l;-tg&n“r'—l./mﬂy}

Sea Hilli Lilerature or (hird-party lislings for complata application and Installation
delails

Hilti. Outperform. Outlast.

2k,
c@us

FIRESTOP DEVICE
FOR USE [N THROUGH-FENETRATION
FIRESTOP SYSTEMS
SEE UL FIRE RESISTANCE DIRECTORY
SN78

’ Hiltl Firestop
! Saving lives

=] through innovation
L and educatton

Hilli, Inc, {U.S.) 1-800-879-8000 www.us.hilti.com » www.us.hiltl.com/firestop = on espafiol 1-800-879-5000
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After printing this label:

1. Use the 'Print' button on this page to print your label to your laser or inkjet printer.

2. Fold the printed page along the horizontal line.

3. Place label in shipping pouch and affix it to your shipment so that the barcode portion of the label can be read and scanned.

Warning: Use only the printed original label for shipping. Using a photocopy of this tabel for shipping purpeses is fraudulent and could
result in additional billing charges, along with the cancellation of your FedEx account number.

Use of this system constitutes your agreement to the service conditions in the current FedEx Service Guide, available on
fedex.com.FedEx will not be responsible for any claim in excess of $100 per package, whether the result of loss, damage, delay, non-
delivery,misdelivery,or misinformation, unless you declare a higher value, pay an additional charge, document your actual loss and file a
timely claim.Limitations found in the current FedEx Service Guide apply. Your right to recover from FedEx for any loss, including intrinsic
value of the package, loss of sales, income interest, profit, attorney's fees, costs, and other forms of damage whether direct,
incidental,consequential, or special is limited to the greater of $100 or the authorized declared value. Recovery cannot exceed actual
documented loss.Maximum for items of extraordinary value is $1,000, e.g. jewelry, precious metals, negotiable instruments and other
items listed in our ServiceGuide. Written claims must be filed within strict time limits, see current FedEx Service Guide.

https://www.fedex.com/shipping/html/en//PrintIFrame html 3/3/2017



Maupin, Susan

From:
Sent:
To:
Subject:

]

PPV II—

T Please do noi respond to th
approsimately 910 AM CBT on

iGla LT e2:3Y

TrackingUpdates@fedex.com a
Monday, March 06, 2017 9:11 AM
Maupin, Susan

FedEx Shipment 778572088111 Delivered

Your package has been delivered
Tracking # 778572088111

Ship date: Delivery date:
Fri, 3/3/2017 Mon, 3/6/2017 9:08 am
Virginia Odegaard Kathy Zeigler, RN
MURER CONSULTANTS, INC [ﬂ s West TN Health Care Facilities
MOKENA, IL 60448 2975 C Highway 45 Bypass
us Delivered Department of Health
JACKSON, TN 38305
us

Shipment Facts
Our records indicate that the following package has been delivered.
Tracking number: 778572088111

Status: Delivered: 03/06/2017 02:08
AM Signed for By:
B.STRICKLAND

Reference: 13038

Signed for by: B.STRICKLAND
Delivery location: JACKSON, TN
Delivered to: Receptionist/Front Desk
Service type: FedEx Priority Overnight
Packaging type: FedEx Envelope
Number of pieces: 1

Weight: 0.50 Ib.

Special handling/Services: Deliver Weekday
Standard transif: 3/6/2017 by 10:30 am

is message. This ermail was sent ot an unattended mailbox. This repor] was generated al
J06i2017.




32

Al weights are estimated.

UG 14°17 pu2

To tack the iatest stalus of your shipment, click an the tracking number above,

Slandard tansit s the date and time the package i5 scheduted to ba delivered by, based on ifidselorted sesvice, destination and
ship date. Limitations and exceptions may apply. Please see the Fedix Service Guide for terms and canditions of service,
including the FedEx Money-Back Guarantee or contact your FedEx Customar Support representative,

© 2017 Federal Express Corporation. The content of this message is protected by copyright and trademark laws under U.S. and
imtemational low. Review our privacy palicy. All rights reserved

Thank you for your husiness.



Attachment A.4.A

Division of Business Services
Department of State

State of Tennessee
X756 0% 312 Rosa L. Parks AVE, 6th FL.

Tre Hargett Nashville, TN 37243-1102

Secretary of State

Filing Information

Name: Regional Med Extended Care Hospital LLC

General Information

SOS Control # 000512916 Formation Locale: TENNESSEE

Filing Type: Limited Liability Company - Domestic Date Formed: 02/08/2006
02/08/2006 10:55 AM Fiscal Year Close 12

Status: Active Member Count: 1

Duration Term: Expires: 12/31/2045

Managed By: Director Managed

Registered Agent Address Principal Address

MONICA N WHARTON 877 JEFFERSON AVE

877 JEFFERSON AVE MEMPHIS, TN 38103-2807

MEMPHIS, TN 38103-2807

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
03/16/2017 2016 Annual Report B0361-6405
Member Count Changed From: 5 To: 1

03/30/2016 2015 Annual Report B0212-5727
03/26/2015 2014 Annual Report B0077-0305
Member Count Changed From: 1 To: 5

05/07/2014 Assumed Name 7340-1671
New Assumed Name Changed From: No Value To: Regional One Health Extended Care Hospital

03/31/2014 2013 Annual Report 7315-1002
06/07/2013 Articles of Amendment 7212-0729

Filing Name Changed From: MEMPHIS LONG TERM CARE SPECIALITY HOSPITAL LLC To: Regional Med
Extended Care Hospital LLC

Principal Address 3 Changed From: MONICA N. WHARTON, ESQ. To: No value

06/06/2013 2012 Annual Report A0188-1952
Principal Address 1 Changed From: 3391 OLD GETWELL RD To: 877 JEFFERSON AVE

Principal Address 3 Changed From: No value To: MONICA N. WHARTON, ESQ.

Principal Postal Code Changed From: 38118-3635 To: 38103-2807

Managed By Changed From: Member Managed To: Director Managed

8/3/2017 11:53:12 PM Page 1 of 3



Filing Information

Name: Regional Med Extended Care Hospital LLC

Registered Agent First Name Changed From: MICHAEL To: MONICA
Registered Agent Middle Name Changed From: D To: N
Registered Agent Last Name Changed From: BRENT To: WHARTON

Registered Agent Physical Address 1 Changed From: 1600 DIVISION ST To: 877 JEFFERSON AVE

Registered Agent Physical Address 2 Changed From: STE 700 To: No Value
Registered Agent Physical City Changed From: NASHVILLE To: MEMPHIS

Registered Agent Physical County Changed From: DAVIDSON COUNTY To: SHELBY COUNTY
Registered Agent Physical Postal Code Changed From: 37203-2771 To: 38103-2807

06/04/2013 Notice of Determination
09/07/2012 2010 Annual Report

Principal Postal Code Changed From: 38118 To: 38118-3635
09/07/2012 2011 Annual Report

09/07/2012 Application for Reinstatement
Filing Status Changed From: Inactive - Dissolved (Administrative) To: Active

Inactive Date Changed From: 08/09/2011 To: No Value
08/09/2011 Dissalution/Revocation - Administrative

Filing Status Changed From: Active To: Inactive - Dissolved (Administrative)
Inactive Date Changed From: No Value To: 08/09/2011
06/02/2011 Notice of Determination

09/10/2010 Application for Reinstatement

Filing Status Changed From: Inactive - Dissolved (Administrative) To: Active
Inactive Date Changed From: 08/08/2010 To: No Value

09/10/2010 2009 Annual Report

08/08/2010 Dissolution/Revocation - Administrative

Filing Status Changed From: Active To: Inactive - Dissolved (Administrative)
06/03/2010 Notice of Determination

11/05/2009 2008 Annual Report

10/09/2009 Notice of Determination

02/20/2009 Application for Reinstatement
02/20/2009 2007 Annual Report

04/02/2008 Dissolution/Revocation - Revenue
11/21/2007 Assumed Name

09/20/2007 Common Amendment

09/18/2007 Application for Reinstatement
09/18/2007 2006 Annual Report

08/27/2007 Dissolution/Revocation - Administrative

8/3/2017 11:53:12 PM

A0180-1641
7094-0179

7094-0180
7094-0181

A0088-2488

A0076-0749
6768-2014

6768-2013
A0040-3155

A0026-0821
6620-1300
A0001-0756
6450-1902
6450-1901
6278-0325
6160-1057
6130-1314
6130-0657
6130-0656
ROLL 6097

Page 2 of 3



Filing Information

Name: Regional Med Extended Care Hospital LLC

06/21/2007 Notice of Determination ROLL 6065

05/17/2007 Articles of Amendment 6059-0458

Name Changed

02/08/2006 Initial Filing 5674-2173

Active Assumed Names (if any) Date Expires

Regional One Health Extended Care Hospital 05/07/2014 05/07/2019
Page 3 of 3

8/3/2017 11:53:12 PM
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Division of Business Services
Department of State

State of Tennessee
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Tre Hargett
Secretary of State

Filing Information

Name: SHELBY COUNTY HEALTH CARE CORPORATION

General Information

SOS Control # 0001043738 Formation Locale: TENNESSEE

Filing Type: Nonprofit Corporation - Domestic Date Formed: 06/15/1981
06/15/1981 4:30 PM Fiscal Year Close 6

Status: Active

Duration Term: Perpetual

Public/Mutual Benefit: Public

Registered Agent Address Principal Address

MONICA N WHARTON MONICA N. WHARTON

877 JEFFERSON AVE 877 JEFFERSON AVE

MEMPHIS, TN 38103-2807 MEMPHIS, TN 38103-2807

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
12/06/2016 Assumed Name B0319-9264
New Assumed Name Changed From: No Value To: Regional One Health Rehabilitation Hospital

09/13/2016 2016 Annual Report B0280-7817
02/26/2016 Assumed Name Renewal B0205-1805

Assumed Name Changed From: Regional Medical Center at Memphis To: Regional Medical Center at Memphis
Expiration Date Changed From: 04/11/2016 To: 02/26/2021

08/28/2015 2015 Annual Report B0137-4831
05/28/2015 Assumed Name B0104-3553
New Assumed Name Changed From: No Value To: Regional One Health Subacute Care

09/24/2014 2014 Annual Report B0006-5152
Principal Address 3 Changed From: No value To: MONICA N. WHARTON

09/17/2014 Amended and Restated Formation Documents B0003-2481
Principal Address 3 Changed From: MONICA N. WHARTON To: No value

02/27/2014 Assumed Name 7293-0230
New Assumed Name Changed From: No Value To: Regional Medical Center

02/20/2014 Assumed Name 7289-0207

New Assumed Name Changed From: No Value To: Regional One Health

8/11/2017 8:32:30 AM Page 1 of 3



Filing Information

Name: SHELBY COUNTY HEALTH CARE CORPORATION

11/05/2013 2013 Annual Report
09/18/2012 2012 Annual Report

Principal Address 3 Changed From: No value To: MONICA N. WHARTON

02/21/2012 Amended and Restated Formation Documents

Principal Address 1 Changed From: 877 JEFFERSON AVENUE To: 877 JEFFERSON AVE
Principal Postal Code Changed From: 38103 To: 38103-2807

09/29/2011 2011 Annual Report

04/11/2011 Assumed Name Renewal

7251-1644
7096-0422

6999-2738

6943-1870
6877-2034

Assumed Name Changed From: THE REGIONAL MEDICAL CENTER AT MEMPHIS To: THE REGIONAL MEDICAL

CENTER AT MEMPHIS
Expiration Date Changed From: 05/23/2011 To: 04/11/2016
04/11/2011 Assumed Name Change

6883-0157

Assumed Name Cancelled Changed From: No Value To: THE REGIONAL MEDICAL CENTER AT MEMPHIS

New Assumed Name Changed From: No Value To: Regional Medical Center at Memphis
09/30/2010 2010 Annual Report

10/07/2009 2009 Annual Report

11/10/2008 Registered Agent Change (by Entity)
Registered Agent Changed

08/07/2008 2008 Annual Report

06/27/2007 2007 Annual Report

06/11/2007 Amended and Restated Formation Documents
01/16/2007 2006 Annual Report

12/01/2006 Notice of Determination

05/23/2006 Assumed Name

02/01/2006 2005 Annual Report

12/01/2005 Notice of Determination

10/04/2004 2004 Annual Report

12/11/2003 2003 Annual Report

12/11/2003 Assumed Name

07/03/2003 Assumed Name

07/05/2002 2002 Annual Report

02/05/2002 2001 Annual Report

12/21/2001 Notice of Determination

08/01/2000 2000 Annual Report

12/31/1998 Merger

Merged Control # Changed From: 000104378
8/11/2017 8:32:30 AM

6776-3221
6609-2422
6398-1272

6360-1232
6080-2141
6071-1204
5917-0341
ROLL 5893
5797-0604
5673-1570
ROLL 5617
5248-1491
4982-0725
4982-0727
4855-1512
4544-0739
4412-3028
ROLL 4376
3966-0242
3601-2051

Page 2 of 3



Filing Information

Name: SHELBY COUNTY HEALTH CARE CORPORATION

Merged Control # Changed From: 000270481
12/31/1998 Merger 3601-2054
Merged Control # Changed From: 000104378
Merged Control # Changed From.; 000222713

09/09/1998 Assumed Name Renewal 3558-2965
03/11/1998 CMS Annual Report Update 3467-0972
Registered Agent Changed

12/19/1997 Notice of Determination ROLL 3425
03/25/1996 Registered Agent Change (by Entity) 3144-0010

Registered Agent Physical Address Changed
Registered Agent Changed

03/07/1995 Registered Agent Change (by Agent) 2970-0379
Registered Agent Physical Address Changed

12/17/1993 Notice of Determination ROLL 2766
10/18/1993 Assumed Name 2747-0136
08/30/1991 CMS Annual Report Update 2256-0987
Mail Address Changed

10/22/1990 Articles of Amendment 1971-0675

Principal Address Changed
Registered Agent Physical Address Changed

05/10/1990 Common Amendment 1762-1040
03/16/1990 Dissolution/Revocation - Administrative ROLL 1685
12/29/1989 Administrative Amendment 1580-1741

Mail Address Changed

12/15/1989 Notice of Determination ROLL 1577
08/04/1988 Assumed Name 906-0005
05/13/1986 Articles of Amendment 611 01687
05/10/1985 Articles of Amendment 542 01037
07/15/1981 Articles of Amendment 21901080
06/15/1981 Initial Filing 21500147
Active Assumed Names (if any) Date Expires
Regional One Health Rehabilitation Hospital 12/06/2016  12/06/2021
Regional One Health Subacute Care 05/28/2015 05/28/2020
Regional Medical Center 02/27/2014 02/27/2019
Regional One Health 02/20/2014 02/20/2019
Regional Medical Center at Memphis 04/20/2011  02/26/2021

8/11/2017 8:32:30 AM Page 3 of 3



Attachment A.5

MANAGEMENT SERVICES AGREEMENT
LONG TERM ACUTE CARE HOSPITAL

THIS MANAGEMENT SERVICES AGREEMENT (“Agreement”) is made and entered
into as of the day of (the “Effective Date") by and
between REGIONAL MED EXTENDED CARE HOSPITAL, LLC, Memphis, Tennessee
("Client”) and MURER CONSULTANTS, INC. Joliet, lllinois (“Manager”).

RECITALS:

WHEREAS, Client seeks to assure effective operation of the long-term acute
care hospital ("Hospital”)

WHEREAS, the Client wishes to assure that the Hospital is provided with: (1)
high guality management services through a firm with extensive long-term acute care
experience; (2) clinical services that encompass the full spectrum of long-term acute
care; (3) efficient and effective use of the Hospital's equipment; (3) clinical program
development and diversity; (4) clinical and administrative staffing appropriate for bed
size, license and certification of the long-term acute care hospital; and (5) Medical Staff
credentialing and management, all of which are designed to develop and enhance the
overall quality of patient care at the Hospital:

WHEREAS, the Client, acting in the best interest of the Hospital’s patient
population, the community, the Hospital's Medical Staff, and itself, has determined that
the best way to attain these objectives is to enter into a contract with Murer Consultants
as Manager to provide operational management and clinical services to the Hospital;

WHEREAS, Manager has the requisite knowledge and experience to provide the
necessary operational and management services, on the terms and conditions set forth
in this Agreement;

NOW THEREFORE, in consideration of the mutual covenants and conditions
contained herein and for good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties agree as follows:

1. Appointment. The Client hereby appoints the Manager, and the Manager
hereby accepts such appointment, to provide operational management at the
Hospital during the term of this Agreement and any renewal terms hereof, on the
terms and conditions set forth in this Agreement. The Manager acknowledges
that the purpose in entering into this Agreement is to ensure high quality long-

1 Prepared by Murer Consultants, 8-2-2013



term acute care services are provided by the Hospital and a positive reputation
for quality of service provided by the Hospital in the medical community and
service area is maintained.

Mutual Understanding of Relationship. Client hereby appoints Manager to
supervise, operate and manage Hospital in the name, for the account, and on
behalf of Client pursuant and subject to the terms and conditions set forth in this
Agreement. Manager will utilize the skills of its management staff to operate
Hospital in a reasonably economical and efficient manner and will devote the
necessary time and energy to such management as necessary.

This appointment of and acceptance by Manager for the management of Hospital
shall be for Manager acting as an Independent Contractor to Client. In
furtherance thereof, Client and Manager, covenant and agree that neither is the
employee, employer, principal, nor agent of the other except that Manager is in
the status of an Independent Contractor to Client.

Client acknowledges and agrees that whereas Manager has accepted the
function of overseeing, managing and operating Hospital, except as specifically
set forth herein to the contrary or as provided by law, Manager is responsible for
the operation and management of Hospital and for establishing and
implementing Hospital's operating policies and standards of operation, services,
maintenance, pricing, and other policies affecting Hospital or the operation
thereof. In addition, Manager shall be entitled to rely upon written instructions
received from a duly authorized designee of Client as to any and all acts to be
performed by Manager consistent with this Agreement.

The Client’'s Duties

(a)  Space. The Client shall provide adequate space and utilities necessary
for the long-term acute care hospital, including such space necessary for
(1) patient care; (2) nursing; (3) administrative staff, and (4) medical
records and any and all other space requirements mandated by Federal or
State regulations.

(b)  Supplies and Equipment. The Client will provide all necessary supplies
and equipment necessary and sufficient for the efficient provision of long-
term acute care services.

(c) Contracted Services. The Hospital will enter into such vendor
agreements with The Regional Medical Center of Memphis (The MED), as
well as any other appropriate outside vendors as necessary to provide
additional ancillary and support services for the Hospital. Contracted
Services typically include, but are not limited to, the following:

Prepared by Murer Consultants, 8-2-2013



Biomedical Services

Blood Services

Central Supply

Chemotherapy

Credentialing Services

Dialysis

Dietary

Financial, Accounting and Payroll Services
. Housekeeping

10. Laboratory Services

11.Laundry

12.Radiation Therapy

13. Radiology, Imagining and Ultrasound Services
14. Rehabilitation Therapy Services

15. Security Services

16. Surgical Services

CoONOA N~

4, The Manager’'s Duties. The Manager will provide a full range of operational
management services, including, but not limited to, the following:

(a)

(b)

Six Month Data Collection Process. The Manager shall oversee the
data collection process during the first six months of operation. Duties
shall include:

1.

Monitor the new entity under the regulatory mandates for a six (6)
month data collection period prior to Medicare classification and
designation as a long term acute care hospital.

Direct and oversee procedures for the six (6) month data collection
period necessary for documentation of the average length of stay
necessary for certification as a long term acute care hospital and to
assure appropriate management and identification of cross-over
patients.

. Submit requisite documentation in keeping with Federal guidelines

regarding the six months data collection.

Serve as liaison with the fiscal intermediary and CMS through receipt
of the LTACH provider number.

Administrative Oversight. The Manager shall oversee the performance
and day-to-day activities of an Administrator, subject to the approval of the
Client who will report directly to the Manager but whose salary and
benefits shall be paid through the Hospital as a direct expense. Duties
shall include:

Prepared by Murer Consultants, 8-2-2013



(c)

Establishing a budget for approval by the Hospital's Board of
Directors, monitoring expenses and evaluating the utilization of
services;

Preparing monthly status reports regarding the performance of the
Hospital;

Assisting and advising the Hospital's Board of Directors in the
preparation of any information and/or data necessary for continued
accreditation, certification, licensure, and survey by voluntary, local,
state, and national organizations;

Assisting and making recommendations to the Hospital's Board of
Directors regarding the implementation of a strategy and plan for
marketing the services of the Hospital to the medical staff of The
MED and other local physicians and providers;

Continuing education of medical and clinical staff, as required by
the demands of the Hospital, to maintain professional excellence;

Developing and implementing appropriate staffing plans according
to the needs of the Hospital,

Representing and promoting the Hospital in the community to
enhance the visibility and standing of the Hospital;

Establishing standards for policies and procedures within the
Hospital which are in compliance with federal regulations, Medicare
Conditions of Participation for long term acute care hospitals and
state hospital licensure requirements;

Establishing and negotiating third party payer contracts on behalf of
the Hospital and in conjunction with and in complement to The
MED.

Staffing. The Manager shall oversee recruitment and staffing for all
positions. The Manager shall submit a staffing plan for approval prior to
the beginning of each fiscal year or at any time requested by Client. The
staff will be of adequate size and ability to operate the Hospital.

Subject to the policies and direction of Client, Manager shall have the
responsibility and authority to employ, train, promote, direct and terminate
the employment of Hospital employees needed for the operation of all
departments and services of the facility. Subject to policies and direction
of Client, Manager shall also have the responsibility and authority to

Prepared by Murer Consuitants, 8-2-2013



(d)

()

recommend wages and salaries for Hospital employees, in concert with
the competitive market. Manager shall further have the responsibility and
authority to establish performance standards and personnel policies in
concert with and with support of the health system.

The staff will include, but not be limited to, the Administrator, a Chief
Nursing Officer, a Chief Medical Officer, Nursing Staff, Respiratory
Therapists, Pharmacy Staff, Case Managers, Social Worker, medical
records personnel, a quality assurance manager, an infection control
manager, and clerical support.

The three key management individuals of Administrator, Chief Nursing
Officer and Chief Medical Officer shall report directly to the Manager.
All  other personnel shall appropriately report through LTACH
administrative staff as per the LTACH organizational chart.

All Hospital salaries and benefits, including those paid to the
Administrator, Chief Nursing Officer, Chief Medical Officer and other staff,
shall be paid as a direct expense by Client.

Consultation. The Manager will be available for consultation with the
Hospital's Medical Staff with respect to medical and organizational matters
and to the Hospital's Board of Directors regarding operational or
governance issues.

Management Services. The Manager shall oversee the performance of
the key management functions and services of the Hospital, including, but
not limited to, the following;

Administration;

Medical Staff Credentialing;
Medical Records;

Quality Assurance / Improvement;
Human Resources;

Infection Control:

Corporate and Legal Compliance;
Marketing;

Mission Integration;

10.  Nursing;

11.  Respiratory Therapy;

12. Physical Medicine (PT, OT, Speech);
13.  Pharmacy;

14. Basic Laboratory;

15.  Basic Radiclogy; and

16.  Social Services

17.  Case Management

PGSl Eouen el o=

Prepared by Murer Consultants, 8-2-2013



{f)

(9)

(h)

()

18.  Financial and Accounting Services

19.  Billing and Collection

20.  Insurance

21.  Risk Management

22.  Other services as directly related to day to day operation of the
specialty hospital

Limitations on Manager’s Authority. The Manager shall not have the
authority to take the following actions without approval from Client’s Board
of Trustees:

1. Enter into or terminate contracts with physicians on behalf of Client,
except as Client may specifically authorize.

2. Purchase or lease capital assets without the prior approval of
Client,

3 Negotiate or enter into collective bargaining agreements covering
or purporting to cover employees of Client.

4, Enter into settlement negotiations or conduct other litigation-related

activities without the consent of Client.

Clinical Program Development. The Manager, in conjunction with the
Hospital Medical Staff and Chief Medical Officer, shall develop and
implement clinical policies and procedures for use in relevant clinical
areas.

Records Maintenance. The Manager will maintain accurate and
complete patient records and maintain written reports pursuant to all
standards established from time to time by Medicare, Medicaid, The Joint
Commission, all other applicable accrediting organizations, and the
Medical Staff bylaws, rules, regulations, and policies, with all such reports
and records to be and remain the property of the Client; provided,
however, that the Manager will have the right of reasonable access to
such records and reports for any valid reasons relating to medical and
professional liability.

Quality. All clinical and administrative services provided by the Manager
under this Agreement will be in accordance with the Hospital’s bylaws and
Rules and Regulations promulgated pursuant hereto, together with all
rules, regulations and standards promuigated by The Joint Commission,
the Department of Health and Human Services, the Centers for Medicare
and Medicaid, the State Department of Health and Human Setrvices, the
conditions of participation under the applicable Medicare and Medicaid
regulations, including, but not limited to those pertaining to long-term care
hospitals within hospitals, and all other organizational or governmental
bodies with authority over the Client and the Hospital.
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Manager shall cooperate and maintain liaison with the Medical Staff of
Hospital and shall advise and assist the Medical Staff in functioning in the
manner provided by the standards and guidelines on accreditation.
Manager shall assist the Medical Staff in adopting and reviewing bylaws
and shall advise the Medical Staff regarding procedural matters; however,
medical, ethical and professional matters shall be the responsibility of
Client and Medical Staff of the Hospital with appropriate input from
Manager.

Upon the request of Client and the Medical Staff of Hospitai, Manager
shall make available and assist in the implementation of a Quality
Assurance Program. Implementation services shall include assistance
with preparation of forms and other documentation, training of quality
assurance personnel and the holding of orientation sessions for members
of the Medical Staff. Manager's Quality Assurance Program and
implementation services shall comply with the Health Care Quality
Improvement Act of 1986 and with any applicable state peer review
protection law.

Additional Manager Deliverables. In addition to the aforementioned
services to be provided by the Manager, other specific deliverables shall
be provided. These deliverables include, but are not limited to, the
following:

1. Development of a Corporate Compliance Plan (consistent with The
MED’s Corporate Compliance Plan) including Annual Training and
Plan Review

2 Establishment and Maintenance of Compliance with federal, state,

and other regulatory requirements including, but not limited to:

a) Conditions of Participation for a long-term acute care hospital
under applicable Medicare regulations

b) State hospital licensure requirements

3. Provision, inclusion and annual review of policies and
procedures/documents necessary for the operation of the Hospital,
including:

a) Administrative Policies and Procedures
b) General Clinical Policies and Procedures
C) Medical Staff Bylaws

d) Chief Medical Officer Contract

e) Lease Agreement
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H Ancillary Services / Vendor Agreements
Q) Hospital Bylaws

4. Quality Management Program;

5. Annual Professicnal Continuing Education Programs for clinical and
non-clinical staff;

8. Coordination of Board Functions, including

a) Preparation of board packets

b) Attendance at board meeting to present quarterly management
report

¢} Taking and transcribing minutes of board meetings

7. Coordination of Medical Staff functions, including:

a) Medical Staff Credentialing

b) Medical Staff Relations

c) Medical Staff Committee Structure
d) Medical Records Compliance;

8. Human Resource Programs / Functions including:

a) Recruitment of administrative and clinical staff
b) Standardized job descriptions

c) Performance appraisals

d) Competency certification / continuing education

9. Case Management Program to monitor The MED’s referrals relative to
appropriateness and timeliness of admission;

10.Concurrent utilization review through weekly analysis of patient LOS
and working DRG;

11.Annual DRG analysis of co-located haspital to monitor financial impact
of the Hospital and assess effectiveness of patient referral process:

12. Participation in system-wide networking/leadership forums for Medical
Director(s), Clinical/Support Services Managers and Administrative
team members;

13.Annual chart review to assess quality of documentation in
conformance with federaf regulations;
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(k) Reports Due. The Manager shall provide quarterly status reports
regarding the overall operation of the Hospital to the Hospital's Board of
Directors. The Manager shall also prepare Board packets and will
maintain minutes of each Board meeting as well as preparation of an
annual report for the Hospital's Board of Directors identifying goals and
benchmarks for the forthcoming year.

Management Fee

In consideration of Manager's obligations under this Agreement, Client
shall pay Manager a monthly fee ("Management Fee”) for the
Management Services provided by Manager during the term hereof. The
Management Fee of Three Hundred Thousand Dollars ($300,000) per
annum shall be payable in twelve equal monthly payments of Twenty Five
Thousand Dollars ($25,000) per month with a 3% increase annually, years
two — three (2-3). Payment of the Management Fee shall begin on the
Effective Date and be payable on the first day of each succeeding month.

Manager shall be reimbursed for reasonable out of pocket expenses for
mailing, duplicating, travel and on-site expenses such as meals, lodging,
and ground transportation.

Assignment/Reassignment of Lead Consultant

Manager's President and CEO, Cherilyn Murer, will have overall
accountability for the quality and value of Manager's services to the
Hospital, and will have overall responsibility for coordination of key
initiatives pursued through this Agreement and for Manager's performance
of its duties under this Agreement. Cherilyn Murer, or her designee, shal
attend the quarterly board meetings and shall attend such other meetings
as may be necessary to affect the intent of this Agreement. In the event
Manager is acquired or merges with another entity, and Ms. Murer is no
longer in the position to serve as lead consultant, Hospital will, on this
project, have 180 days to evaluate the successor. At any time following
the 120" day and before the 180" day, should Hospital determine that the
successor is hot acceptable, Hospital may terminate this agreement
immediately by giving written notice to Manager. As an alternative to
termination of this Agreement, Haspital may require Manager to remove
and replace such Manager's Lead Consultant with another candidate,
subject to Hospital's approval.

Term and Termination

(a) Term. This Agreement will commence on the date first written above and
will continue in effect for an initial period of three (3) years. Thereafter, the
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(b)

(c)

Agreement may be renewed by a written amendment hereto signed by
authorized representatives of both parties.

Termination by Manager. Manager will be allowed to automatically
terminate this agreement in the event of:

1.

Client becomes insolvent (as that term is defined for purposes of the
United States Bankruptcy Code), files or has filed against it a petition in
bankruptcy, make a general assignment of its assets for the benefit of
its creditors, or ceases to do business:

Client fails to pay the Management Fee, within 30 days of the
applicable due date, due under this Agreement;

Failure of Client to comply with its obligations set forth in this
Agreement provided Manager has given Client written notice of such
default of obligation, and Client has had sixty (80) days to correct such
default. However, if such default cannot be reasonably cured within
sixty (60) days, Manager shall not terminate this Agreement if Client
has commenced to cure such default within sixty (60) days, to the
reasonable satisfaction of Manager and thereafter continues diligently
to cure such breach.

Termination by Client. Client will be allowed to automatically terminate
this agreement in the event of:

1.

Manager becomes insolvent (as that term is defined for purposes of
the United States Bankruptcy Code), files or has filed against it a
petition in bankruptcy, make a general assignment of its assets for the
benefit of its creditors, or ceases to do business;

Hospital loses or does not obtain its Medicare Certification and
classification as a long term acute care hospital;

Cause related to failure of Manager to comply with its obligations set
forth in this Agreement provided Client has given Manager written
notice of such default of obligation, and Manager has had 60 days to
correct such default. However, if such default cannot be reasonably
cured within 60 days, Client shall not terminate this Agreement if
Manager has commenced to cure such default within 60 days, to the
reasonable satisfaction of Client and thereafter continues diligently to
cure such breach.

Manager commits any act of fraud, misappropriation or embezzlement,

or any other felony and as a result the Manager is unable to
substantially perform under the terms of this Agreement.
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(d)

Compensation Upon Termination. Upon termination of this Agreement
for any reason, Manager will be entitled to receive the Management Fee
and any other amounts due Manager accrued through the date of
termination, and Client shall continue to abide by the terms of this contract
until all Management Fees are fully paid.

Insurance and Indemnification.

(a)

(b)

(c)

Insurance. Manager will, at all times maintain liability insurance in an
amount not less than one million dollars per occurrence and three million
dollars in the aggregate and will provide written evidence of such
insurance upon request.

Indemnification. Each party will indemnify and hold the other harmless
from any and all loss or liability, to the extent not covered by insurance,
directly arising out of any failure to perform this Agreement in accordance
with its terms.

Notice of Change. Manager shall provide Client immediate written
notification if Manager changes the company or firm through with such
insurance is maintained.

General Provisions.

(a)

(b)

{c)

(d)

Entire Agreement. This Agreement, together with any schedules or
exhibits constitutes the entire agreement with respect to Management
Services and supersedes all prior proposals, oral and written,
negotiations, representations, communications, writings, agreements, and
cemmunications between Client and Manager.

Assignment. Neither party shall assign or transfer its rights ar obligations
under this Agreement except with the other party’s prior written consent.

Binding Effect. This agreement shall be binding upon and shall inure to
the benefit of the parties hereto and their respective successors and
assigns.

Governing Law Venue. This Agreement shall be governed by and
interpreted in accordance with the laws of the State of Tennessee. The
parties agree that any legal action or proceeding with respect to this
Agreement shall be brought in the United States District Court for the
Western District of Tennessee, or, if such court does not have jurisdiction,
in any court of general jurisdiction in Shelby County, Tennessee.
Manager consents to the personal jurisdiction of such courts, agrees to
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(e)

(f)

(9)

(h)

(i)

)

accept service of process by mail and hereby waives any jurisdictionatl or
venue defenses otherwise available to it.

Amendments. This Agreement may only be amended or modified by
subsequent written agreement between duly authorized representatives of
Client and Manager.

Access to Records. During the term of this Agreement and for a period
of four (4) years thereafter, Manager and Client will, upon request, make
available to the Secretary of the United States Department of Health and
Human Services, the Comptroller General of the United States, or any of
their duly authorized representatives, this Agreement and any books,
documents or records necessary to verify the nature and extent of costs
incurred pursuant to this Agreement.

if the Manager carries out any of the duties of this Agreement with a value
of Ten Thousand Dollars ($10,000) or more over a twelve (12) month
period through a subcontract with a related organization, it must be
approved by Client and must contain a clause to the effect that until the
expiration of four (4) years after furnishing of services under such
subcontract, the related organization shall make available, upon written
request to the Secretary of Health and Human Services, the United States
Comptroller General, or any of their duly authorized representatives, the
subcontract and books, documents and records of the related organization
that are necessary to verify the nature and extent of costs incurred by the
Manager and Client under the subcontract.

Section Headings. The headings of paragraphs in this Agreement are for
reference only and shall not affect the meaning of this Agreement.

Notice. Any notices or other communications required or contemplated
under the provisions of this Agreement shall be in writing and delivered in
person, evidenced by a signed receipt, or mailed by certified mail, return
receipt requested, postage prepaid, to the persons and addresses
indicated below or to such other persons or addresses as Client and
Manager may provide by written notice to the other. The date of notice
shall be the date of delivery if the notice is personally delivered or the date
of mailing if the notice is mailed by certified mail.

Severability. The provisions of this Agreement shall be deemed
severable and if any portion shall be held invalid, illegal or unenforceable
for any reason, the remainder of this Agreement shall be effective and
binding upon the Parties.

Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed to be an original.
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(k)

(1)

(m)

(n)

Confidential Information. Manager agrees that it shall not during or after
termination of this Agreement, use for itself or others, or disclose to
others, trade secrets, patient information, marking plans or other private or
confidential information of or about Hospital that is not already available to
the public without Hospital's prior written permission.

Compliance with HIPAA. Each party shall comply with all applicable
rules, regulations, and accreditation standards or requirements of the
Heaith Insurance Portability and Accountability Act of 1996 (HIPAA) and
its implementing regulations as the same may be amended from time to
time.

Notices. Any notice, demand, or communication required, permitted, or
desired to be given hereunder, shall be deemed effectively given when
personally delivered or delivered by overnight courier service or mailed by
prepaid certified mail, return receipt requested, addressed as follows:

CLIENT MANAGER

Regional Medical Center at Memphis ~ Murer Consultants, Inc.

877 Jefferson Avenue 58 N. Chicago Street, 7" Floor

Memphis, TN 38103 Joliet, IL 60432

Attn: Bret Perisho, VP Attn: Michael Murer, EVP
Strategic Business Dev. General Counsel

CC: Monica Wharton, Senior VP
Chief Legal Officer and General Counsel

or to such other address, and to the attention of such other person(s) or
officer(s) as either party may designate by written notice.

Representations and Warranties. Manager and Client warrant by
execution of this Agreement that neither Manager, nor Client, nor any
agent or employee of Manager of Client (i) is to its knowledge being
investigated, (i) has been convicted of a health care statutory crime, or (jii)
has been sanctioned in any way by the Department of Health and Human
Services ("HHS"), the HHS office of the Inspector General (*O1G"), or the
Center for Medicare and Medicaid Services (“CMS”). Manager and Ciient
shall immediately notify Client or Manager, respectively, if Manager or
Client or any agent or employee of Manager or Client is convicted of a
healthcare statutory crime or is sanctioned in any way by the HHS, OIG,
or CMS.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the Effective Date.

REGIONAL MEDICAL CENTER AT MEMPHIS

Memphis, Tennessee

On Behalf of REGIONAL MED EXTENDED CARE HOSPITAL, LLC
{To be ratified afinitial meeting of the Board of Director)

By: ISk . @G /5] 3
fREG@QLD)COOPWOOD, MD DATE

ts: PRESIDENT/CEO
| Z(/m 2\4 g-/2- 13

RBCK WAGERS & / DATE

. CHIEF FINANCIAL OFFICER

By:

It

MURER CONSULTANTS, INC.
Joliet, lllinois

By: P‘V%M F£/2 /13

TYN G. MURER, JD. CRA DATE

Its: PRESIDENT / CEO
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Attachment A.6.A.1

REGIONAL MED EXTENDED CARE HOSPITAL
LEASE AGREEMENT

Prepared By Murer Consultants, Inc.

This Lease agreement (the “Lease”) is made and entered into this 23" day of
September, 2013, by and between Shelby County Health Care Corporation d/b/a
Regional Medical Center at Memphis, a Tennessee not-for-profit corporation and
acute care hospital located at 877 Jefferson Ave., Memphis, TN 38103,
hereinafter (“Lessor”) and Regional MED Extended Care Hospital a Tennessee
limited liability company and long term acute care hospital located at 890
Madison Avenue, 4" Floor, Memphis, Tennessee, hereinafter ("Lessee").

WITNESSETH, THAT:

WHEREAS, Lessor desires to lease to Lessee and Lessee desires to lease from
Lessor certain premises for the operation of a long term acute care hospital
(LTACH), as subject to federal and state regulations, and the terms and
conditions hereinafter set forth.

WHEREAS, Lessor leases that certain property as part of a 50 year agreement
with the county, to be leased to Lessee described in Section 1.01, with room for
not less than twenty- four (24) licensed patient beds and space for related
support services and facilites as required for state licensure and federal
certification.

WHEREAS, Lessee is engaged in the ownership, operation and management of
LTACHs. For purposes of this Lease the term LTACH shall mean a hospital that
meets state licensure requirements, is Medicare certified and accepts patients
with chronic disorders including, but not limited to, complex medical, cardiac and
respiratory conditions and those dependent upon ventilator care whose
conditions are so significant that an inpatient stay of twenty-five (25) days or
more is expected.

NOW THEREFORE, in consideration of the Rental Amount (as defined below)
and the conditions, covenants and agreements contained herein, and for other
good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties agree as follows:
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ARTICLE 1. PREMISES, TERM, RENT, DELIVERY OF POSSESSION, AND
OCCUPANCY

Section 1.01 Premises

In consideration of the rents, covenants and agreements set forth in this Lease,
Lessor does hereby lease to Lessee, and Lessee does hereby lease from
Lessor, 24,000 square feet of space (hereinafter the “Leased Premises”) located
at 890 Madison Avenue, 4" Floor, Memphis, Tennessee 38103, with parking
reasonably sufficient for the needs of Lessee’s employees, physicians, patients
and visitors. The Leased Premises is identified further on the floor plan attached
hereto as Exhibit A. Regional Medical Center at Mempbhis, in which the Leased
Premises are located, is referred to as the “Hospital.” For all purposes of this
Lease, the Leased Premises shall be treated as comprising the number of
square feet indicated above.

In addition to the Leased Premises, Lessee shall have use of space in common
with other portions of the Hospital designated by Lessor from time to time as
common areas (the “Common Areas”) which include corridors, lobbies, elevators,
rest rooms, parking areas, access drives, cafeteria, and medical library, Lessee’s
employees, patients and families shall have access to such identified space (if
appropriate), subject to the terms of this Lease governing use of the Common
Areas.

Lessor retains for itself, its patients, clients, guests and invitees a nonexclusive
easement for ingress and egress through the hallways within the Leased
Premises highlighted in yellow on Exhibit A.

Section 1.02 Term

The initial term of this Lease shall begin on the date of Lessee’s receipt of
Medicare certification to operate a LTACH in the State of Tennessee (the
“Commencement Date.”) The initial term shall be for a period of five (5) years
from the Commencement Date with an option for five (5) consecutive additional
five (5) year terms. This Lease shall automatically renew for the additional five
(5) year term under identical terms and conditions unless either party provides
written notice to the other at least one hundred eighty (180) days prior to the end
of the initial term of the intent not to renew for the additional term. For purposes
of this Agreement, “Term” will mean the initial five (5) year term or any additional
renewal term(s) thereof.
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Section 1.03 Rent

Lessee shall pay to Lessor, without demand, deduction, offset or recoupment,
the monthly sum of Forty Thousand Dollars ($40,000), payable as specified in
Article 2 (the “Rental Amount”’). The Rental Amount shall include general
physical plant maintenance, security, parking, access to Common Areas and
utilities as provided in this Lease. The Rental Amount shall also include Utilities
in accordance with Section 7.01. Lessor, as part of the Rental Amount shall
provide hook-up and connection of all utilities reasonably required by Lessee,
including natural gas, sewage, water, telephone services, computer system
services and medical gases. The monthly rental amount of Forty Thousand
Dollars ($40,000) shall be increased by one percent (1%) annually. In addition,
and notwithstanding the foregoing, for each renewal Term, Lessor and Lessee
may mutually agree upon increases to the Rental Amount based on current
market conditions at the time.

Section 1.04 Delivery of Possession and Build-Out

Lessor shall deliver to Lessee possession of the Leased Premises on the
Commencement Date. Prior to the Commencement Date, Lessee shall be
permitted entry onto the Leased Premises and the Common Areas and Lessor
shall provide reasonable access to the Leased Premises and Common Areas to
allow Lessee to perform any approved renovations necessary to put the Leased
Premises in a condition suitable for the operation of the LTACH. Lessee shall
within thirty (30) days before beginning any renovation within the Leased
Premises, submit to Lessor for its approval an architectural design and
construction plan, approval of which shall not be unreasonably withheld. Lessee
shall be responsible for all costs associated with renovating the Leased Premises
to meet local, state and federal regulatory or other requirements to renovate the
Leased Premises and to operate the LTACH.

If Lessor shall be unable, for any reason whatsoever, or any cause beyond the
Lessor's control, to deliver possession of the Leased Premises on the
Commencement Date, Lessor shall not be liable to Lessee for any damage
caused thereby, nor shall this lease thereby become void or voidable, nor shall
the term hereof in any way be extended, but in such event Lessee shall not be
liable for any rent until such time as Lessor can and does deliver possession.

Section 1.05 Occupancy

By taking possession of the Leased Premises, Lessee accepts the Leased
Premises in its then current state and stipulates its suitability for Lessee’s
intended purpose. Lessor shall not be required to make any improvements or
repairs to the Leased Premises, except for repairs and improvements herein
specifically provided and assumed by Lessor.
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Section 1.06. Permitted Use and Regulatory Requirements

The Leased Premises shall be used for the purpose of operating an LTACH
consisting of twenty-four (24) licensed patient beds and space for related support
services and facilities as required for Licensure and Certification (both as defined
below). Lessee agrees to restrict the use of the Leased Premises to such
purpose, and not to use, or permit the use of, the Leased Premises for any other
purpose without first obtaining the Lessor's written consent, which consent may
be withheld by Lessor in the exercise of its sole discretion. Lessee shall use its
best efforts to obtain and thereafter maintain in effect during the Term (i)
issuance of all necessary state licenses and approvals to operate the LTACH
(‘Licensure”), certification as a LTACH under the Medicare program
(“Certification”), and accreditation of the LTACH by The Joint Commission or
such other accrediting organization as may be recognized by state and federal
regulatory authorities (“Accreditation”), if applicable. Lessee shall pay all fees
and costs associated with obtaining and maintaining Licensure, Certification and
Accreditation, if applicable. Lessee agrees to conform to and obey all present
and future laws or ordinances, all rules, regulations, requirements and orders of
all governmental authorities or agencies, respecting the use of the Leased
Premises, including, without limitation, all rules, regulations and requirements of
the local fire department, Fire Insurance Rating Organization, or any other similar
authority having jurisdiction over the Leased Premises

ARTICLE 2. PAYMENT OF RENT
Section 2.01 Advance Rental and Payment

Lessee shall, on the Commencement Date, pay to Lessor the sum of Forty
Thousand Dollars ($40,000) as payment of the Rental Amount installment for the
first month of the term of this Lease. If the Commencement Date falls on a date
other than the first day of the month, the Rental Amount installment due shall be
prorated for the first month on the basis of the number of days during such month
this Lease is in effect in relation to the total number of days in that month.

The succeeding installments of the Rental Amount shall be due on the first day of
each and every succeeding month of the Term, without notice, demand,
deduction, offset or recoupment, and remitted to Lessor at Regional Medical
Center at Memphis, 877 Jefferson Avenue, Memphis, Tennessee 38103. Lessor
may from time to time designate other places for the payment of the Rental
Amount by written notice to Lessee.
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Section 2.02 Late Payment of Rent

If Lessee does not pay an installment of the Rental Amount on the day when the
same shall become due and payable, and such failure shall continue for a period
of ten (10) days, Lessee shall pay to Lessor a service charge at the rate of one
percent (1%) per month on the amount of installment(s) of the Rental Amount
then in arrears. Such service charge shall be imposed for the purposes of
defraying administrative expenses of Lessor and is not intended as a penalty
against Lessee. The provisions of this section shall not preclude Lessor from
exercising its options as set forth in any other section of this Lease or as
provided by law.

ARTICLE 3. MAINTENANCE, WASTE, AND NUISANCE
Section 3.01 Maintenance and Repairs

Lessor agrees that it will keep the common areas (including heating, air
conditioning, plumbing, electrical fixtures and equipment), the exterior, structural
parts and roof of the Hospital and the Leased Premises and the interior of the
Leased Premises in good condition and repair and that it will make such repairs
as they become necessary. Lessee shall promptly notify Lessor of the necessity
for any repairs or maintenance known to Lessee. The costs and expenses
associated with such repairs will be paid by Lessor. Notwithstanding the
foregoing, where such repairs become necessary due to the negligence of either
party or its employees, agents, patients or invitees, the negligent party will be
responsible for all associated costs and expenses and will fully reimburse the
non-negligent party within ten (10) days of written notice of same after the
completion of such repairs.

Section 3.02 Waste and Nuisance

Lessee shall not do or permit anything to be done in the Leased Premises or the
Hospital that may create a nuisance or disturbance within the Leased Premises
or the Hospital. Lessee shall deliver the Leased Premises at the termination of
this Lease in good repair and condition., In the event Lessee should neglect
reasonably to maintain the Leased Premises, Lessor shall have the right, but not
the obligation, to cause repairs or corrections to be made, and any reasonable
costs thereof shall be payable by Lessee to Lessor as additional rent on the next
rental amount instaliment date.
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ARTICLE 4. RIGHTS AND REMEDIES
Section 4.01 Rights and Remedies

The rights and remedies provided by this Lease are cumulative and the exercise
of any one right or remedy by either party shall not preclude or waive its right to
exercise any or all other remedies provided to such party by law, statute,
ordinance, or otherwise.

Section 4.02 Waiver of Default

No waiver by the parties hereto of any default or breach of any term, condition, or
covenant of this Lease shall be deemed to be a waiver of any other breach of the
same or any other term, condition, or covenant contained herein.

Section 4.03 Attorney's Fees

In the event either party to this Lease is required to seek relief from the courts of
law or equity to enforce the terms of this Lease, the prevailing party of such
action shall be entitled to reasonable attorneys’ fees and costs related to bringing
forth such action.

Section 4.04 Excuse

Neither Lessor not Lessee shall be required to perform any term, condition, or
covenant in this Lease so long as such performance is delayed or prevented by
any acts of God, strikes, lockouts, material or labor restrictions by any
governmental authority, civil riot, floods, and any other cause not reasonably
within the control of the Lessor or Lessee and which by the exercise of due
diligence Lessor or Lessee is unable, wholly or in part, to prevent or overcome.

ARTICLE 5. ASSIGNMENT
Section 5.01 Assignment

Either party shall have the right with the prior written consent of the other party to
assign this Lease, and any interest therein, including the Lessee's right to sublet
the Leased Premises, or any part thereof, or any right or privilege pertinent
thereto, provided that each assignee assumes in writing all of the assignor's
obligations under this Lease, and the assignor shall remain liable for each and
every obligation under this Lease.

Consent to assign this Lease shall not be unreasonably withheld or delayed in
the event of an internal restructuring of either party.
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ARTICLE 6. INDEMNITY AND INSURANCE
Section 6.01 Indemnity and Insurance

Lessee agrees to indemnify and hold Lessor and the property of Lessor,
including the Leased Premises and the Hospital, free and harmless from any and
all claims, liability, loss, damage, costs, expenses, and causes of action of any
kind or nature asserted against Lessor, arising from or in connection with
Lessee's occupation and use of the Leased Premises, or the services performed
by Lessee pursuant to this Lease or from any omission or from any activity, work,
or things done, permitted or suffered by Lessee in or about the Leased Premises
or the Hospital. Lessee shall further indemnify, pay, defend, and hold harmless
Lessor from and against any and all damages, liabilities, losses, costs,
judgments, expenses, claims, and causes of action arising from any intentional or
negligent act or omission of Lessee or any of Lessee’s employees, agents,
contractors, invitees or patients, and from and against any action or proceeding
brought thereon. In case of any such action or proceeding against Lessor,
Lessee, upon written notice from Lessor, shall defend the same at Lessee’s sole
cost and expense by counsel satisfactory to Lessor. Without limiting the
generality of the foregoing, Lessee’s obligations of indemnity hereunder shall
extend to any hazardous material, substances, or wastes which Lessee places,
utilizes, or suffers to exist on or about the Leased Premises, except to the extent
Lessor has agreed to provide storage or disposal services with respect to the
same, and the claims, obligations, or liabilities arise in part or in whole out of
Lessor's provision (or failure to provide) such services. All of Lessee'’s
obligations of indemnity under this Lease shall survive the termination or
expiration of the Term of this Lease.

Lessee agrees to obtain the following insurance to cover Lessee's activities on
the Leased Premises: property insurance covering Lessee’s personal property
and stock, including all of Lessor's property located on the Leased Premises,
professional liability, public and general liability insurance in amounts reasonably
satisfactory to Lessor, and workers' compensation. Lessee will provide
certificates from the insurance companies evidencing the above required
policies. Lessee shall provide Lessor with at least thirty (30) days prior written
notice of cancellation of or material change to any of the policies. If Lessee shall
fail to obtain any of the required insurance, or any renewal thereof, or to deliver
the certificate of the same to Lessor, Lessor shall have the right, but not the
obligation, without relieving Lessee of default, to obtain such insurance for the
account of Lessee, and the premium and any other costs thereof shall be
immediately payable to Lessor by Lessee as additional rent.

Lessor agrees to indemnify and hold Lessee free and harmless from any and all
claims, liability, loss, damage, costs, expenses, and causes of action of any kind
or nature asserted against Lessee, arising from or in connection with Lessor's
services performed pursuant to this Lease or from any omission or from any
activity, work, or things done, permitted or suffered by Lessor in or about the
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Leased Premises or the Hospital. Lessor shall further indemnify, pay, defend,
and hold harmless Lessee from and against any and all damages, liabilities,
losses, costs, judgments, expenses, claims, and causes of action arising from
any intentional or negligent act or omission of Lessor or any of Lessor's
employees, agents, contractors, invitees or patients, and from and against any
action or proceeding brought thereon. In case of any such action or proceeding
against Lessee, Lessor, upon written notice from Lessee, shall defend the same
at Lessor's sole cost and expense by counsel satisfactory to Lessee. Without
limiting the generality of the foregoing, Lessor's obligations of indemnity
hereunder shall extend to any hazardous material, substances, or wastes which
Lessor places, utilizes, or disposes on or about the Leased Premises. All of
Lessor’s obligations of indemnity under this Lease shall survive the termination or
expiration of the Term of this Lease. Regional Medical Center at Memphis GTLA
is subject to our indemnity for any claims subject to acts are limited to amounts
prescribed by the Act.

Section 6.02 Waiver of Subrogation

The parties anticipate that the fire insurance policies on the Leased Premises
and on the contents therein or thereon (whether belonging to Lessor or Lessee)
will contain a waiver of subrogation clause, which waiver shall read substantially
as follows:

It is hereby stipulated that this insurance shall not be invalidated should
the insured waive in writing prior to a loss any or all of recovery against
any party for loss occurring to the property described herein or affected
thereby.

Lessor and Lessee desire to obtain the benefit of the subrogation waiver and
agree as follows:

(a) Lessor and Lessee hereby waive any rights of recovery against the
other for any damage to their respective properties, which are
protected by their respective fire insurance policies applicable to
the Leased Premises.

(b)  This Lease is not intended to and shall not in any way affect the
coverage of Lessor's and Lessee's respective fire insurance
policies or in any manner prejudice their rights under such
insurance, and Lessor and Lessee agree that, should the waiver of
subrogation clause be altered or deleted from their respective fire
insurance policies or should their rights under such fire insurance
policies become jeopardized by the agreement between them
outlined in this Lease, then this waiver of subrogation shall
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immediately become null and void without notice being required
from either party to the other; and

(c) Lessor and Lessee acknowledge that the waivers by the respective
parties constitute full consideration each for the other.

ARTICLE 7. UTILITIES
Section 7.01 Utilities

Lessor shall provide hook up and connection of all utilities reasonably required by
Lessee, including telephone services, computer system services, and all related
equipment such as all phones and phone jacks.

Lessor shall during the Term pay all charges incurred by Lessee for telephone,
and Lessor shall pay Lessee’s share for gas, electricity, sewage, and water used
in or on the Leased Premises and for the removal of rubbish therefrom as part of
the rent as stipulated in Section 1.03.

ARTICLE 8. SIGNAGE
Section 8.01 Signage

Lessor shall provide and/or permit all reasonably necessary and appropriate
signage for Lessee. Lessor shall provide and/or permit all reasonable and
necessary access to and for space required for signage display. Signage
includes but is not limited to outdoor signage on Leased Premises and Leased
Building to notify the community of location and purpose, and indoor signage
including offices, room numbers and other appropriate indicators.

Section 8.02 KEYS

Lessee agrees to promptly surrender all keys to the Leased Premises to Lessor
upon the expiration or earlier termination of this Lease. Lessee further agrees to
obtain return of keys to the Leased Premises from its employees upon
termination of their employment.

ARTICLE 9. HAZARDOUS MATERIALS

Section 9.01Lessee will not discharge, release, dispose of, or deposit on
the Leased Premises any waste, including any pollutants, effluents, or hazardous
materials ("Hazardous Materials"), in violation of any federal, state, or local law or
regulation. Any Hazardous Materials generated by Lessee will be promptly
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removed from the Leased Premises and disposed of in compliance with federal,
state, and local laws and regulations. If at any time Lessee fails to comply with
the terms of this Section, Lessor may remedy such default and Lessee must fully
reimburse Lessor for any cost or expense it incurs in so acting within ten (10)
days of receipt of written notice from Lessor.

ARTICLE 10. PARKING AND COMMON AREAS
Section 10.01 Parking and Common Areas

All Common Areas which shall include parking areas, driveways, entrances and
exits thereto, and other facilities furnished by Lessor in or near the Leased
Premises, including employee parking areas, the truck way or ways, loading
docks, package pick-up stations, pedestrian sidewalks and ramps, landscaped
areas, exterior stairways, elevators, waiting rooms, common lobby, restrooms
and other areas and improvements provided by Lessor for the general use, in
common, of Lessee and Lessor and the officers, agents, employees, patients,
guests and invitees of either of them, shall at all times be subject to the exclusive
control and management of Lessor.

Lessor shall have the right to construct, maintain and operate lighting facilities
and improvements on all Common Areas; to police the same; from time to time to
change the area, level, location and arrangement of parking areas and other
Common Areas referred to above; to close temporarily all or any portion of the
parking areas or other Common Areas; and to do and perform such other acts
and make such other improvements in and to the Common Areas as Lessor shall
determine to be advisable. Lessor will operate and maintain the Common Areas
in such manner as Lessor, in its sole discretion, shall determine from time to
time. Without limiting the scope of such discretion, Lessor shall have the full right
and authority to employ all personnel and to make all rules and regulations
pertaining to and necessary for the proper operation and maintenance of the
Common Areas.

ARTICLE 11. ALTERATIONS, IMPROVEMENTS, AND FIXTURES
Section 11.01 Alterations, Improvements, and Fixtures

Except as otherwise provided in this Lease, Lessee shall not, without the prior
written consent of Lessor to do so, alter or improve the Leased Premises, attach
any fixtures in or to the Leased Premises, permit any annoying sound device,
install any additional locks, overload any floor, or deface the Leased Premises.
Any and all alterations, additions, and fixtures (except trade fixtures, which
Lessee shall be permitted to remove from the Leased Premises at any time
during the Term hereof if Lessee is not in default under this Lease and such
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removal can be effected without injury to the Leased Premises) made or placed
in or on the Leased Premises by Lessee shall on expiration, or earlier termination
of this Lease, belong to Lessor without compensation to Lessee.
Notwithstanding the foregoing, Lessor shall have the option to be exercised on
expiration or earlier termination of this Lease, to require Lessee to remove any or
all of such additions, improvements, or fixtures and to restore the Leased
Premises, at Lessee's expense, to its original condition, ordinary wear and tear
from reasonable use excepted. Before installing any fixtures in or on the Leased
Premises, Lessee shall submit plans and designs therefor to Lessor for its
approval, and in the event that the plans and designs are disapproved by Lessor,
such fixtures shall not be installed until any changes required by Lessor are
made.

Section 11.02 Inspection by Lessor

Lessee shall permit Lessor and its agents to enter into and upon the Leased
Premises at all reasonable times and without abatement of the Rental Amount for
the purpose of inspecting the Leased Premises or for the purpose of maintaining
or making repairs or alterations to the Hospital. Lessee further agrees that
during the six (6) months preceding the end of the Term, Lessor may show the
Leased Premises to persons wishing to rent it, provided Lessor gives Lessee
reasonable prior notice of any showings and such showings are carried out so as
not to unreasonably interfere with the use of the Leased Premises by Lessee in
the operation of the LTACH.

Section 11.03 Destruction of or Damage to the Leased Premises

If during the term of this lease, the Leased Premises or the Hospital is, because
of fire, the elements, Act of God, or any cause not brought about by the
negligence of Lessor, either destroyed or partially destroyed so as to render the
Leased Premises wholly unfit for occupancy and if in the judgment of Lessor the
damage resulting cannot be repaired within sixty (60) days from such damage, or
if the Hospital or any part thereof is so injured or destroyed that Lessor shall
decide to demolish, rebuild, or reconstruct the Hospital or any part thereof, this
Lease shall, at the option of either party, terminate from the date of such damage
destruction, or decision, and Lessee shall immediately surrender the Leased
Premises to Lessor, and in such event Lessee shall continue to owe and pay
installments of the Rental Amount up to, but not beyond, the time of such
surrender. If the Leased Premises shall be injured or damaged by fire, the
elements, Acts of God, or any cause not brought about by the negligence of
Lessor, but not rendered untenantable and Lessor shall determine not to
demolish, rebuild or reconstruct as above, Lessor shall repair such damage
within a reasonable time after written notice to it of such damage. Installments of
the Rental Amount shall be equitably abated during such period to account for
any days Lessee is unable to utilize the Leased Premises.
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Section 11.04 Eminent Domain

If more than twenty-five percent (25%) of the occupiable area of the Leased
Premises shall be conveyed to or taken by any authorized entity under threat of
or by eminent domain, this Lease shall terminate as of the date when possession
thereof is surrendered by Lessee and all rights of Lessee in this Lease shall
immediately cease and terminate. If twenty-five percent (25%) or less of the
occupiable area of the Leased Premises shall be so conveyed or taken, the
Rental Amount for the Premises shall be proportionately abated or either party
may elect to terminate this Lease by giving the other party thirty (30) days' written
notice of such election.

Section 11.05 Liability of Lessor

Lessor does not warrant that any services to be provided by Lessor will be free
from interruption due to causes beyond Lessor's reasonable control. The
temporary interruption of services or delay in the making of repairs will not be
deemed an eviction nor disturbance of Lessee's use and possession of the
Leased Premises nor render Lessor liable to Lessee for damage by set-off or
abatement of the Rental Amount or otherwise, nor will it relieve Lessee from
performance of Lessee's obligations under this Lease. Furthermore, Lessor shall
not be liable to Lessee for damage to person or property caused by defects in the
cooling, heating, electric, water, natural gas, elevator or other apparatus or
systems or by water or natural gas discharged from systems, including sprinkler
systems, if any, in the Hospital, nor for the theft, mysterious disappearance, or
loss of any property of Lessee whether from the Leased Premises, or any part of
the Hospital or property adjoining the Hospital. Lessor agrees to make
reasonable efforts to protect Lessee from interference or disturbance by third
persons including other tenants of the Hospital; however Lessor shall not be
liable for any such interference or disturbance whether caused by another tenant
or tenants of Lessor or other person, nor shall Lessee be relieved from any
obligation herein because of such interference, disturbance or breach.

Section 11.06 Subordination

This Lease is and shall be subordinate to any encumbrance or mortgage now or
hereafter affecting title to the real property on which the Hospital is situated.
Lessee agrees upon Lessor's request from time to time to execute any paper or
papers prepared, at Lessor's expense, which Lessor or any mortgagee,
mortgagor, or subsequent purchaser may deem necessary to subject and
subordinate this Lease to the lien of any mortgage or other encumbrance now or
hereafter affecting title to the real property on which the Hospital is situated. At
every request of the holder or holders of such mortgages or notes, Lessee
agrees to promptly execute lease ratification agreements showing that this Lease
is in full force and effect, that the Lessee is then in possession of the Leased
Premises and paying the full Rental Amount, that no installments of the Rental
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Amounts have been made in advance except as therein stated, and stating the
Commencement Date. The failure of Lessee to execute any such instruments,
releases, or documents will constitute a default under this Lease. In case of the
failure of Lessee to execute said instruments on demand, Lessor is authorized,
as the attorney and agent of Lessee, to execute such releases, instruments. or
other documents, and in such event, Lessee confirms and ratifies any
instruments executed by virtue of this power of attorney

ARTICLE 12. QUIET POSSESSION
Section 12.01 Quiet Possession

Lessee shall, on the Commencement Date of the Term of this Lease, will
peacefully and quietly hold, occupy and enjoy the Leased Premises during the
Term without any hindrance or molestation by Lessor or any persons lawfully
claiming under Lessor, subject, however, to the provisions of this Lease.

Section 12.02 Covenant Regarding Encumbrances
Lessor covenants that the Leased Premises are not subject to any lien, claim, or
encumbrance, except as hereinafter set forth, and that it is not in default or
arrears in the making of any payment or performance of any obligation relating to
the Leases Premises.

ARTICLE 13. ELEVATORS
Section 13.01 Elevators
Lessor shall provide access to and use of necessary elevator facilities to Lessee,
its officers, agents, employees, patients, and visitors. Lessor shall keep in good
repair and working order all elevators utilized by Lessee, its officers, agents,
employees, patients and visitors.

ARTICLE 14. DEFAULT

Section 14.01 Default

Failure of Lessee to pay any instaliment of the Rental Amount or other sums due
and owing under this Lease, as and when the same becomes due and payable,
or the failure of Lessee to promptly and faithfully to keep and perform each and
every covenant, agreement and stipulation in this Lease on the part of Lessee to
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be kept and performed, shall, at the option of Lessor, constitute a default by
Lessee under this Lease.

In the event that Lessee breaches this Lease, then Lessor shall provide written
notice demanding cure of such breach. Such notice shall indicate the specific
term or terms of this Lease which have been breached and describe, in
reasonable detail, the event or events that have caused the breach. If the event
causing such notice is the bankruptcy, or appointment of a receiver for the
Lessee, then this Lease shall terminate forthwith, unless it is with respect to an
involuntary proceeding in which case this Lease shall terminate if such
proceeding is not dismissed within ninety (90) days. If the event causing such
notice is other than bankruptcy or insolvency, Lessee shall have a period of thirty
(30) days following receipt of such notice to cure the breach. If Lessee defaults
in the payment of any installment of the Rental Amount, Additional Rent or other
sums due and owing under this Lease, Lessee shall have a period of ten (10)
days following receipt of written notice from Lessor to cure such payment default.
If Lessee fails to correct or remedy the breach within such period, then Lessor
may terminate this Lease immediately upon delivery of written notice to Lessee.

In the case of any breach or default of this Lease by Lessee, Lessor shall have
all of the remedies, rights, and authority against and with respect to Lessee
provided by law. If Lessee fails to perform any obligation under this Lease for the
period provided above after written notice by Lessor (except that no notice is
required in emergencies), Lessor will have the right (but not the duty) to perform
the obligation on behalf and for the account of Lessee. In this event, Lessee
must reimburse Lessor upon demand, as additional rent, for all expenses
incurred by Lessor in performing Lessee’s obligation.

Section 14.02 Effect of Governmental Regulations and Lessee
Dissolution

Notwithstanding any other provisions of this Lease, this Lease may be terminated
upon thirty (30) days’ notice by Lessee in the event that legislative or
administrative statutes, rules, regulations or other mandates which relate to
reimbursement rates or the ability to receive reimbursement under the Medicare
Prospective Payment System for Long Term Care Hospitals are enacted,
imposed or revised such that the continued financial viability of Lessee is
materially compromised.

Notwithstanding any other provision in this Lease, this Lease shall automatically
terminate on the dissolution of the Lessee for any reason whatsoever.

Section 14.03 Removal of Lessee’s Personal Property

If Lessee is not in default under this Lease, Lessee shall have the right at any
time within thirty (30) days prior to the date of termination of this Lease, to
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remove from the Leased Premises all personal property owned by Lessee,
provided that Lessee shall surrender the Leased Premises to Lessor, as the
Premises were upon the date of delivery to Lessee, ordinary wear and tear from
reasonable use excepted. Lessee shall be responsible for any damage caused
by the removal of Lessee's personal property.

ARTICLE 15. MISCELLANEOUS
Section 15.01 Notices and Addresses

All notices provided to be given under this Lease shall be given by certified mail
or registered mail, addressed to the proper party or their registered agents, at the
following addresses:

Lessor: Regional Medical Center at Memphis
877 Jefferson Avenue
Memphis, TN 38103

Attn: Bret Perisho, Vice President
Strategic Business Development

CC: Monica Wharton, Senior Vice President
Chief Legal Officer and General Counsel

Lessee: Regional Med Extended Care Hospital
890 Madison Avenue, 4™ Floor
Memphis, TN 38103

Attn: Administrator

Section 15.02 Parties Bound

This Lease shall be binding upon and inure to the benefit of the parties hereto
and their respective heirs, executors, administrators, legal representatives,
successors, and assigns when permitted by this Lease.

Section 15.03 Applicable Law
This agreement shall be construed under and in accordance with the laws of the

State of Tennessee. Venue shall be in court of competent jurisdiction that is
located in or in proximity to Shelby County, Tennessee.
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Section 15.04 Reporting Requirements and Patient Records

The parties agree that if this Lease is subject to the Medicare status and
regulations governing access to books and records of subcontractors, each party
shall retain and, for five (5) years after services are furnished hereunder, shall
allow the authorized representatives of the other, the Comptroller General, the
Tennessee Department of Health, and the Centers for Medicare and Medicaid
Services (CMS) access to this Lease and to such books, records, and other
documents that are necessary to verify the nature and extent of the costs of
services. In the event either party receives a request for access, it agrees to
notify the other immediately and to consult with the other party regarding what
response will be made to the request. If either party carries out any
responsibilities under this Lease through the use of a subcontractor, including
any organization related by ownership cr control, the party so contracting, if so
required by any applicable laws or regulations shall obtain and forward to the
other the subcontractor's written promise to be bound under this same Lease.

All medical charts and records of the patients and patient care with respect to
patients for whom Lessee provides services under this Lease shall be the
property of Lessee and, except as otherwise provided in this Lease, shall be kept
by Lessee upon termination or expiration of this Lease. In the event that Lessee
is in default and this Lease terminates pursuant to the terms of this Lease,
Lessee shall cooperate with Lessor in transferring patient records for any
patients which may be then housed in the Hospital in accordance with all
applicable health care statutes, laws, rules, regulations and good and sound
medical practice and Lessee shall, at all times, comply with such rules regarding
transfer of ownership and/or operation in all respects.

Section 15.05 Renegotiation / Termination Due to lilegal Provision

In the event that CMS finds any provision of this Lease to be in contravention of
any Federal regulation or law, Lessor and Lessee shall meet in good faith to
promptly renegotiate this Lease to conform to Federal regulation or law. If such
change is not acceptable to the other party to this Lease, notwithstanding any
other provision of this Lease, either party shall be entitled to immediately
terminate this Lease.

Section 15.06 Other Government Requirements

This Lease may be terminated upon thirty (30) days written notice by either party
to the other should the federal or state government enact any new laws or
regulations, reinterpret existing laws or regulations, that would substantially
impair the operations of the Lessee's long term care hospital, or change the
payment methodologies for long term care hospitals or should the Lessee not
obtain or lose any required state license or Medicare certification to operate the
long term care hospital.
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Neither Lessor nor Lessee will have any obligation to refer any patients of either
of them or any other person to Lessor or Lessee for the provision of any service
or item of any kind. Lessor and Lessee acknowledge that the Leased Premises
does not exceed the space which is reasonable and necessary for Lessee's
operations as described in this Lease. All of the sums paid pursuant to this
Lease are paid as rentals only, are set in advance, are consistent with fair market
value (without regard to proximity to referral sources), do not exceed those
rentals that are reasonable as determined in arms-length commercial
transactions, are not determined in a manner that takes into account in any way
any volume or value of referrals or business generated between the parties, are
intended to fall within the applicable Federal anti-kickback safe harbor (42 C.F.R.
§1001.952(b)), and are to be construed and applied in accordance with this
paramount intent.

Section 15.07 Contingencies

The rights and obligations of Lessor and Lessee under this Lease are contingent
upon the Lessee receiving any necessary approval from all appropriate
Tennessee agencies permitting the licensure and operation of the LTACH on the
Leased Premises, and is also contingent upon receipt of any necessary
approvals and certifications from CMS permitting Medicare participation as an
LTACH on the Leased Premises.

Lessee shall maintain in good standing, all of its federal, state and local licenses
and certificates required by law and as a Medicare provider throughout the Term.

Section 15.08 Legal Construction

In case any one or more of the provisions contained in this Lease shall for any
reason be held to be invalid, illegal, or unenforceable in any respect, such
invalidity, illegality, or unenforceability shall not affect any other provision hereof

and this Lease shall be construed as if such invalid, illegal, or unenforceable
provision had never been contained herein.

Section 15.09 Amendment

No amendment, modification, or alteration of the terms hereof shall be binding
unless the same is put in writing, dated subsequent to the date hereof, and duly
executed by the parties hereto.

Section 15.10 Time

Time is of the essence with respect to all provisions of this Lease.
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Section 15.11 Enforceability

If any covenant or provision of this Lease is held to be invalid or unenforceable
by a court of competent jurisdiction, such holding shall not affect the validity of
the remaining covenants and provisions, it being the intention of the parties that
this Lease be so construed as to render enforceable that portion of this Lease
unaffected by such holding. The contractual provisions shall be deemed
severable.

Section 15.12 Counterparts

This Lease may be executed in any number of counterparts, each of which shall
be an original, but all of which together shall constitute one and the same
instrument.

Section 15.13 Waiver

Failure by either party to enforce any of the provisions hereof for any length of
time shall not be deemed a waiver of its rights set forth in this Lease. Such a
waiver may be made only by an instrument in writing signed by the party sought
to be charged with the waiver.

Section 15.14 Memorandum of Lease

Lessee agrees that it will not record this Lease. Both parties will, upon the
request of either, execute and deliver a notice or memorandum of this Lease in
the form permitted by statute and satisfactory for recording. [f this Lease is
terminated before the Term expires, the parties will execute and record an
instrument acknowledging that fact and the actual date of termination of this
Lease.
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IN WITNESS WHEREOF, the undersigned Lessor and Lessee hereto
execute this agreement as of the day and year first written above.

LESSOR: % Hoaa Care. Corpo CehOn
BY: _ -

F

TITLET— sl [ O

LESSEE: -’R%\}m\ W\ED prartnclod Carc,ﬁnsg‘.w»\

BY: /{Vl/{[ — LU

—

TITLE: CEO[ Al s*rruéa

Notarization on Next Page
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STATE OF TENNESSEE
COUNTY OF SHELBY

The foregoing instrument was acknowledged before me this day of X

N otorken , 20[2, by ”Dr.?@ﬁmu Gopwood . (title)
Tessdent /CED
ofM%@g%Wp\mm Cdr‘goora\ﬂom , @ Tennessee nonprofit corporation,
/
on its behg oV %,
-:- 5 065566 -E :-: q /fW
= g i3 A
Z u WRoiEs —= NOTARY PUBLIC
”’r .."'-?:..--"'."\‘)\S a N s
"’ai,rELB\‘ “c,\?\\\\ Print Name:_E ~~ ¢ ]:) f\r‘egrm/\
ogaanny o _
y Commission Expires; My Comm. Expires:_2-1-17]

March 1, 2017

STATE OF TENNESSEE
COUNTY OF SHELBY

The foregoing instrument was acknowledged before me this day of ZZM

Novion bt - 2003 by _Man, K |19 . (ttle)
CE:D/QAm{ st latt e of
\ [be Prtdnded CZQ(LH“S'}?}-WJ , a Tennessee limited liability company
LA I !
\\\\L‘Omﬁ I ¢ %,
SGFSHE e
R R N 27 NOYFARY PUBLIC
R PUB\-\C;'.-"Q. & ) =
v 6‘" O Print Name. (’ ralu Ney wan
% LBY C'O\\\\ ! J
it

My Comm. Expires;__3 -1+
My Commission Expires:
March 1, 2017
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EXHIBIT A

Description of the Premises
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Attachment A.6.A.2

OPTION TO LEASE

For and in consideration of $1.00, cash in hand paid, the receipt of which is hereby acknowledged,
and other good and valuable consideration, Shelby County Health Care Corporation, d/b/a Regional One
Health (“ROI”) hereby bargains, sells and grants to Regional MED Extended Care Hospital, LLC (“The
LTACH?”), its successors and assigns, the right and option to amend the current Lease Agreement between
the parties dated September 23, 2013 (the “Lease™), to add an additional 6 beds and support space located
on the second floor (2") floor of Turner Tower on the campus of ROH (the “Premises”) to expand the
LTACH’s operation of a long term acute care hospital from twenty-four (24) beds to thirty (30) beds. The
lerms and conditions of the amendment to the Lease to be executed by and between the parties (the
“Amendment”) shall be in accordance with the terms and conditions set forth in this option and the Leasc.
If there is any conflict between the provisions of this Option to Lease and the Amendment, the provisions
of the Amendment shall prevail. The LTACH must provide notice to ROI1 of its intention 1o exercise this
Option, as provided below.

It is anticipated that the Amendment, when executed, shall be co-terminus with the Lease at an
additional cost to The LTACH of One Hundred Twenty-Tive Thousand Dollars ($125,000) per year, and
such Amendment shall be executed not later than sixty (60) days after The LTACH receives approval of a
Certificate of Need from the Tennessee Health Services and Development Agency for its hospital to be
expanded in the Premises. If The LTACH does not filc a Certificate of Need within ninety (90) days of
execution of this Option to Lease, this Option to Lease shall terminate and be of no further force and
eftect. It The LTACH’s Certificate of Need application is petitioned for a Contested Case Hearing, this
Option to Iease shall continue in effect until ten (10) days following any favorable decision on the
Contested Casc Hearing. If the parties fail to reach agreement as to the terms and conditions of the
Amendment within thirty (30) days after The LTACH gives notice of its inlent to exercise its Qption 1o
Leasc, then this Option shall terminate and be of no further force and effect.

The provisions of this Option shall be binding upon and inure to the benefit of both parties and
their respective heirs, successors and assigns.

This Option shall be construed in accordance with and governed by the laws of the Statc of
Tennessee. Time is expressly declared to be of the essence of this Option.

IN WITNESS WHEREOF, the parties have signed this option on this i

day of August, 2017.

SllE@( COUNTY HEALTH CARE CORPORATION
BY:

J. Richa'd Wagers, Sr. EV®/CFO /

Regional MED Extended Care Hospital, LLC

MarlA. Kelly, c.L-:(J/Adminizy‘»lor

BY:
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B.

ATTACHMENT A.10

Describe the reasons for change in bed allocations and describe the impact the bed change will
have on the applicant facility’s existing services.

Response: Selected JAR utilization/statistics for the first 3 LTACHS located in Shelby County
(not the Applicant) and listed in that order are indicated in the chart below. These numbers are
taken off the most recent JARs available (2015).

The Applicant (Regional MED) lists data for 2017, our most recent data. It is important to note
that the Applicant has been staffing only 21 beds since licensure. This restriction is a reflection of
the layout of our beds, and staffing the additional three (3) beds on the fourth floor would result in
financial loss. Therefore, the fact that we averaged 20.21 patients in a 21 bed facility is indicative
of how our existing staffed beds are utilized to capacity (the reported 84.2% occupancy rate is
based on licensed beds). The addition of these six (6) beds will allow us to more fully provide
LTACH services to patients in need of such services by helping us increase the number of beds
being staffed, which will result in a more cost-efficient manner in which to provide the care. Please
see chart below:

Facility # beds # pts Oce Gross Adj. Net
Rate
Baptist 30 22.89 76.3% $6,987.64 | $5,283.73 | $1,703.91
Methodist 36 31.46 87.4% $4,023.54 | $2,661.94 | $1,361.60
Select Specialty 39 36.66 94.0% | $10,507.78 | $7,388.76 | $3.119.02
Regional MED 24 20.21 84.2% $8,499.58 | $6,683.20 | $1,816.38
Total 129 111,22 86.2%

NOTE:Gross = Gross Operating Revenue per Patient Day
Adj. = Contractual Adjustments per Patient Day
Net = Net Operating Revenue per Patient Day

Further, the requested increase will have no impact on existing LTACH providers. If anything, it
will help those providers by our having more beds for referrals from existing hospitals in Memphis.
The Applicant provides inpatient long term acute care hospital (LTACH) services to an area that
has recently lost many LTACH beds. Methodist LTACH closed on June 20, 2016, and its license
has been surrendered. In addition, Select Specialty Hospital recently (July 10, 2017) voluntarily
surrendered its approved CON for 24 additional LTACH beds. As a result, sixty (60) approved
LTACH beds have recently been surrendered to either the Board of Licensing Health Care
Facilities or the Health Services and Development Agency. This means sixty (60) existing and/or
approved LTACH beds will not be available to serve patients who need those services. This
application, to add six (6) LTACH beds, is a small step in alleviating that problem, and will
improve the health of the people of Tennessee who require such services. Due to all of those beds
being turned in, the addition of the few beds we request will have little impact on existing providers
in the area.



Attachment B.Need.A

LONG TERM CARE HOSPITAL BEDS

A. Need

. The need for long term care hospital (LTH) beds shall be determined by applying the
guidelines of (0.5) beds per 10,000 population in the service area of the proposal.

The above guideline was utilized. The Applicant used the “Formula for 0.5 Long Term
Care Beds per 10,000 Population by County” chart supplied by the Tennessee Department
of Health, Office of Healthcare Facility Statistics.

2. If the project is a bed addition, existing long term care hospital beds must have a
minimum average occupancy of 85%.

The Applicant operated at 84.2% in 2017 based on licensed beds, and 96.3% based on
staffed beds.

3. The population shall be the current year's population, projected two years forward.

The above guideline was utilized. The Applicant used the “Formula for 0.5 Long Term
Care Beds per 10,000 Population by County” chart supplied by the Tennessee Department
of Health, Office of Healthcare Facility Statistics.

4. The primary service area can not be smaller than the applicant's Community Service
Area (CSA). If LTH beds are proposed within an existing hospital, CSAs served by
the existing facility can be included along with consideration for populations in
adjacent states when the applicant provides documentation (such as admission sources
from the Joint Annual Report).

As the service being provided is very specialized, patients originate from a wide geographic area.
The facility’s existing service area is primarily Shelby County, Tennessee, plus coterminous
counties in Mississippi and Arkansas. A few of our patients originate in some of the western
counties in Tennessee and Missouri and Alabama, but not enough to be included in the primary
service area. As shown on Attachment B.Need.C, in 2015, approximately 83% ofthe Applicant’s
patients from Tennessee originated from Shelby County, approximately 53% of all patients
originated from Shelby County, approximately 63% of its patients originated from Tennessee
and approximately 37% of its patients came from out of state. Regarding the out of state patients,
about 57% originated from Mississippi, and about 40% came from Arkansas. The approval of
these relatively few beds is not expected to alter the existing service area of the Applicant.

5. Long-term care hospitals should have a minimum size of 20 beds.

The Applicant is currently licensed for 24 beds.

[Type here]



B.  Economic Feasibility

The payer costs of a long-term hospital should demonstrate a substantial saving, or the
services should provide additional benefit to the patient over the payer cost or over the
provision of short-term general acute care alternatives, treating a similar patient mix of
acuity.

LTACHSs are a function of CMS. Prior to the creation of LTACHSs, hospitals had to care for
chronically ill patients — those requiring weeks and perhaps months of hospital stays. Based on
traditional hospital reimbursement, acute care facilities lost tremendous amounts of funds caring
for such individuals. This fact was recognized, and a special category of patients (long term acute
care hospital patients) and resultant beds were established that received more appropriate
reimbursement. This project continues that additional benefit to the patients they serve, all at a
substantial savings over more traditional acute care.

2

The payer costs should be such that the facility will be financially accessible to a wide
range of payers as well as to adolescent and adult patients of all ages.

This guideline is already being met, and will continue to be met.

3.

Provisions will be made so that a minimum of 5% of the patient population using long
term acute care beds will be charity or indigent care.

Fortunately, CMS recognizes the unique nature of these patients and provides LTACH
facilities with substantial reimbursement to help cover the substantial costs incurred by the
facilities. In effect, CMS tries to reimburse LTACH facilities in order to keep them in
business. To that extent, most patients will qualify for some type of reimbursement. The
Applicant recognizes that some patients may need charitable care, and provisions are made
for such patients.

C. Orderly Development

Services offered by the long term care hospital must be appropriate for medically
complex patients who require daily physician intervention, 24 hours access per day of
professional nursing (requiring approximately 6-8 hours per patient day of nursing and
therapeutic services), and on-site support and access to appropriate multi-specialty
medical consultants.

Patient services should be available as needed for the most appropriate provision of
care. These services should include restorative inpatient medical care,
hyperalimentation, care of ventilator dependent patients, long term antibiotic
therapy, long-term pain control, terminal AIDS care, and management of infectious
and pulmonary diseases.

Also, to avoid unnecessary duplication, the project should not include services

such as obstetrics, advanced emergency care, and other services which are not
operationally pertinent to long term care hospitals.

[Type here]



The above guideline is met. The Applicant is a licensed LTACH, and provides appropriate
long term acute care services to the patients it serves.

The applicant should provide assurance that the facility's patient mix will exhibit an
annual average aggregate length of stay greater than 25 days as calculated by the
Health Care Finance Administration (HCFA), and will seek licensure only as a
hospital.

The above guideline has been met, historically, and will continue to be met.

The applicant should provide assurance that the projected caseload will require no
more than three (3) hours per day of rehabilitation.

The above guideline has been met, historically, and will continue to be met.

Because of the very limited statewide need for long term hospital beds, and their high
overall acuity of care, these beds should be allocated only to community service areas
and be either inside or in close proximity to tertiary referral hospitals, to enhance
physical accessibility to the largest concentration of services, patients, and medical
specialists.

The above guideline has been met, historically, and will continue to be met. The Applicant
is located inside a tertiary facility.

In order to insure that the beds and the facility will be used for the purpose certified,
any certificate of need for a long term care hospital should be conditioned on the
institution being certified by the Health Care Financing Administration as a long term
care hospital, and qualifying as PPS-exempt under applicable federal guidelines. If
such certification is received prior to the expiration date of the certificate of need, as
provided in Tennessee Code Annotated (TCA), Section 68-11-108(c), the certificate of
need shall expire, and become null and void.

The Applicant accepts this condition.

[Type here]
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c United States

ensus

QuickFacts

selected: Shelby County, Tennessee; UNITED STATES

QuickFacts provides statistics for all states and counties, and for cities and towns with a population of 5,000 or more.

‘able

Attachment B.Need.D.1.a

Shelby County,

EAII Topics B A UNITED STATES
Population per square mile, 2010 1,215.5 874

2 reorLE
Population

Population estimates, July 1, 2016, (V2016) 934,603 323,127,513
Population estimates base, April 1, 2010, (V2016) 927,684 308,758,105
::\75(;“:2‘;0“' percent change - April 1, 2010 (estimates base) to July 1, 2016, 0.7% 4.7%
Population, Census, April 1, 2010 927,644 308,745,538
Age and Sex

Parsons under 5 years, percent, July 1, 2016, (V2016) 7.2% 6.2%
Persons under 5 years, percent, April 1, 2010 7.2% 6.5%
Persons under 18 years, percent, July 1, 2016, (V2016) 25.2% 22.8%
Persons under 18 years, percenl, April 1, 2010 26.4% 24.0%
Persons 65 years and over, parcenl, July 1, 2016, (V2016) 12.5% 15.2%
Persons 65 years and aver, percent, April 1, 2010 10.3% 13.0%
Female persons, percent, July 1, 2016, (V2016) 52.4% 50.8%
Female persons, percent, April 1, 2010 52.3% 50.8%
Race and Hispanic Origin

White alone, percent, July 1, 2016, (V2016) (a) 41.4% 76.9%
White alone, percent, April 1, 2010 (a) 40.6% 72.4%
Black or African American alone, percent, July 1, 2016, (V2016) (a) 54,1% 13.3%
Black or African American alone, percent, April 1, 2010 (a) 52.1% 12.6%
American Indian and Alaska Native alone, percent, July 1, 2016, (V2018) (a) 0.4% 1.3%
American Indian and Alaska Native alone, percent, April 1, 2010 (a) 0.2% 0.9%
Asian alone, percent, July 1, 2016, (V2016) (a) 2.6% 5.7%
Asian alone, percent, April 1, 2010 (a) 2.3% 4.8%
Na(t;\)/e Hawaiian and Other Pacific Islander alone, percent, July 1, 2016, (V2016) 0.1% 0.2%
Native Hawaiian and Other Pacific Islander alone, percent, April 1, 2010  (a) z 0.2%
Two ar More Races, percent, July 1, 2016, (V2016) 1.5% 2.6%
Two or More Races, percent, April 1, 2010 1.4% 2.9%
Hispanic or Latino, percent, July 1, 2016, (V2016) (b) 6.1% 17.8%
Hispanic or Latino, percent, April 1, 2010 (b) 5.6% 16.3%
White alone, not Hispanic or Latino, parcent, July 1, 2016, (V20186) 36.2% 61.3%
White alone, not Hispanic or Latino, percent, April 1, 2010 38.7% 63.7%
Population Characteristics

Veterans, 2011-2015 54,847 20,108,332
Foreign born persons, percent, 2011-2015 6.2% 13.2%
Housing

Housing units, July 1, 20186, (V2016) 406,022 135,697,926
Housing units, April 1, 2010 398,274 131,704,730
Owner-occupied housing unit rate, 2011-2015 57.3% 63.9%
Median value of owner-occupied housing units, 2011-2015 $130,800 $178,600
Median selected monthly owner costs -with a mortgage, 2011-2015 $1,352 $1,492
Median selected monthly owner costs -wilhout a mortgage, 2011-2015 $479 $458
Median gross rent, 2011-2015 $859 $928
Building permits, 2016 2,338 1,206,642
Families & Living Arrangements

Households, 2011-2015 347,224 116,926,305
Persons per household, 2011-2015 2.65 2.64
Living in same house 1 year ago, percent of persans age 1 ysar+, 2011-2015 83.1% 85.1%



Language ather than English spoken at home, percent of persons age 5 years+, 9.4% 21.0%
2011-2015
Education
High school graduate or higher, percent of persons age 25 years+, 2011-2015 B86.9% 86.7%
Bachelor's degree or higher, percent of persons age 25 years+, 2011-2015 30.2% 29.8%
Health
With a disability, under age 65 years, percent, 2011-2015 9.3% 8.6%
Persons without heallh insurance, under age 65 years, percent A 136% & 10.5%
Economy
In civllian labor force, total, percent of population age 16 years+, 2011-2015 65.4% 63.3%
In civilian abor force, female, percent of population age 16 years+, 2011-2015 62.0% 58.5%
Total accommodation and food services sales, 2012 ($1,000) (c) 1,889,742 708,138,598
Total health care and sacial assistance receipts/revenue, 2012 ($1,000) (c) 8,166,690 2,040,441,203
Total manufacturers shipments, 2012 ($1,000) (c) 22,412,702 5,696,729,632
Total merchanl wholesaler sales, 2012 ($1,000) (c) 35,454,262 5,208,023,478
Total retail sales, 2012 ($1,000) (c) 22,058,481 4,219,821,871
Total retail sales per capita, 2012 (c) $23,447 $13,443
Transportation
Mesan travel time to work (minutes), workers age 16 years+, 2011-2015 2286 259
Income & Poverty
Median household income (in 2015 dollars), 2011-2015 $46,224 $53,889
Per capita income in past 12 months (in 2015 dollars), 2011-2015 $26,285 $28,930
Persons in poverty, percent & 20.2% & 13.5%
b BUSINESSES
Businesses
Total employer establishments, 2015 19,311 7,663,938
Total employment, 2015 430,779 124,085,947
Total annual payroll, 2015 ($1,000) 21,121,882 6,253,488,252
Total employment, percent change, 2014-2015 1.0% 2.5%
Total nonemployer establishments, 2015 78,921 24,331,403
Ali firms, 2012 95,433 27,626,360
Men-owned firms, 2012 43,633 14,844,597
Women-owned firms, 2012 45,031 9,878,397
Minority-owned firms, 2012 52,295 7,952,386
Nonminority-owned firms, 2012 40,569 18,987,918
Veteran-owned firms, 2012 9,486 2,521,682
Nonveteran-owned firms, 2012 82,645 24,070,685
@® GEOGRAPHY
Geography
Population per square mile, 2010 1,215.5 87.4
Land area in square miles, 2010 763.17 3,531,905.43
FIPS Code 47157 00



Value Notes

& This geographic level of poverty and health estimates are not comparable to other geographic levels of these estimates

Some estimates presented here come from sample data, and thus have sampling errors that may render some apparent differences between geographies statistically indistinguishable. Click the Quick Ini
left of each row in TABLE view to learn about sampling error.

The vintage year (e.g., V2016) refers to the final year of the series (2010 thru 2016). Different vintage years of estimates are not comparable.

Fact Notes
(a)
(b)
(c})

Value Flags
D
F
FN
NA
s
X
z

Inciudes persons reporting only one race
Hispanics may be of any race, so also are included in applicable race categories
Economic Census - Puerto Rico data are not comparable to U.S. Economic Census data

Suppressed to avoid disclosure of confidential information

Fewer than 25 firms

Footnote on this item in place of data

Not available

Suppressed; does not meet publication standards

Not applicable

Value greater than zero bul less than half unit of measure shown

Either no or too few sample observations were available to compute an estimate, or a ratio of medians cannot be caiculated because one or both of the median estimates falls in the iowe

interval of an open ended distribution.

QuickFacts data are derived from: Population Estimates, American Community Survey, Census of Population and Housing, Current Population Survey, Small Area SHealth Insurance Eslimates, Small Ani
Poverty Estimates, State and County Housing Unit Estimates, County Business Patterns, Nonemployer Statistics, Economic Census, Survey of Business Owners, Building Permits,



8/10/2017 MUA Find Results

serii af Health & Human Services

Health Resources & Services Administration
f HRSA Data Warehouse

Topic Areas Tools Data FAQs & Resources About HDW HRSA.gov

Attachment B.Need.D.2

Homa > Tools > fnalyzars > LUA Find > MUA Find Results

MUA Find Results

Search Criteria e
|, Start Ovan

Modify Search Criteria

Click on a column heading to sort the results in ascending or descending order.

Data as of 8/10/2017
State: Tennessee

County: Shelby County
MUA D: All

| Collapsa All ;.
=3

1 Page Size: 20 04 items in 01 pa

UA/P i
Caounty FIPS Service Area M——'Al. " So}lme Dasignation Type  Population Type Index of Medical M?dlcal
County Name € Identification = Underservice
Code @ Name & = — (1] (i} E— —
— - Number & Score &

Shelhy County 157 Shelby Sarvice Are 03249 Medically Underser  Medically Underser 56,50 07/12i1094 0721884
a

MUAIP Deslgnation MUAIP Update Da
Date (i}

ved Area ved Area
CT 0201.01
CT 0201.02
CT 02062.10
CT 0205.12

Shelby County 157 Shelby Service Are 03250 Medically Underser  Medically Underser 51,00 07/12/1994 07/12/1994
a ved Arca ved Arca

CT 0216.20 B - -
CT 0219.00
CT 5220.22
CT 5220.23
CT 0220.24
CT 022111
CT 022112
CT 6222,10
CT 0222.20
CT 0223.10
CT 0223.21
CT 0223.30
CT §224.10
CT 022500
CT 0227.00

Shelby County 157 Nw Memphis Seivi 07489 Medically Underser  Medically Underser  56.00 04/06/2005 34/06/2005
ce Area ved Area ved Area

https://datawarehouse.hrsa.gov/tools/analyzers/MuaSearchResults.aspx 1/3



8/10/2017 MUA Find Results

1 Page Size: 20 04 items in 01 pa

ol FIPS Service Area MUA/® Source Designation Type  Population Type

" .
County Name ¢ Code @ Name 6 Identification

Index of Madical )
nz o 2ied MUA/P Designation MUAP Update Da
Underservice a

Number & 9 e Score O Date &

_CT 0002.00
CT 0003.00
CT 0004.00
CT 0006.00

CT 0007.00
CT 0008.00
CT 0008.00
CT 0011.00
CT 0012.00
GT 0013.00
CT 0014.00
CT 0015.00
CT 0017.00
CT 0019.00
CT (020,00
CT 0021.00
CT 06024.00
CT 0025.00
CT 0027.00
CT 0023.00
CT 0030.00
CT 0036.00
CT (1084.00
CT 0089,01
CT 0099.02
CT 6100.00
CT0101.10
CT0101.20
CT 6102.10
CT 0102.20
CT 0103.00
CT 0111.00
CT 0112.00
CT 0113.00
CT 0205,21
CT 620523
CT 0205.24

 Shelby County 157 Southeast Memphi 07971 Medically Underser  Medically Underser  58.10 07/31/2014 07/31/2014
5 ved Area ved Area

https://datawarehouse .hrsa.gov/tools/analyzers/MuaSearchResults.aspx 2/3



8/10/2017 MUA Find Results

1 Page Size: 20 04 items in 01 pa

Sourc i Index of Ma |
County FIPS Service Area MUAI.P. ) rce Designation Type  Population Type B — MUAJP Desiganation MUAIP Update Da
Identification Underservice
Code 6 Name & (i ] o S —— Date & o
Number & Score @

Caounty Name @

CcT DOB:I 1.0
CT0081.20
CT 0082.00
CT 0097.00
CT 0105.00
CT 0106.1C
CT 0106.20
CT 0106.30
CT 0107.10
CT 6107.20
CT 0108.10
CT 0103.20
CT0110.10
CT 0110.20
CT 0118.00
CT 0217.10
CTnz217.21
CT 0217.24
CT 621725
CT0217.26
CT 0217.31
CT 0217.32
CT 0217.41
CT 0217.44
CT 0217.45
CT 0217.46
CT 0217.47
CT 6217.51
CT0217.52
CT 0217.53
CT 01217.54
CT 0226.00
CT 9601.00

1 Page Size: 20 04 items in 01 pa

Ask Quostiony | Viewers & Players | Privacy Policy | Disglaimers | Accessibiliy | Freedom of nformation Act | USA.gov | WhiteHouse.qox

https://datawarehouse.hrsa.gov/tools/analyzers/MuaSearchResults.aspx 3/3



8/10/2017 HPSA Find Results

Deganiment of Health & Human Services

Attachment B.Need.D.3

Hm Health Resources & Services Adrmnistration
i Data Warehouse

Topic Areas Tools Data FAQs & Resources About HDW HRSA.gov

Home > Toals > Analyrars > HPSA Find > HP3SA Find Resulls

HPSA Find Results

Search Criteria
Start Over Modily Search Criteria Map View
Click on a column heading to sort the results in ascending or descending order.

Data as of 8/10/2017
State: Tenncssce

County: Shelby County
Discipline: Primary Care
Metro: All

Status: D.P

Type: All

Date of Last Update: All Dates
HPSA Score: From (0 Ta 26

| Cotlapso All 3
=3
1 Page Size: 20 07 items in 01 pe
HPSA . . " HPSA
County FIPS HPSA Discipling ~ Designation  Papulation HESA Designatio
County Name & County FIPS HPSAID & Name EEA Db Dusianation Panulatian FTE HPSA Score ©® HPSA Status & S A0
Code © P Class & Type & Type O o Last Update Date
e .
Shely County 157 1479594793 Christ  Primary Care Comprehen 8 Designated 011472013
Com sive Health
munit Center
y Heal
th Ser
vices
Inc
Bhelhy County 167 1479994795 Memp  Primary Care Comprehen 17 esignater 11:04/20'10
his He sive Health
alth © Center
enter,
Inc
Shelly County 157 1477429209 Feder  Primary Care Corraclioral ] 12 Designated 12/30/2015
al Car Facilty
rectio
nal in
slilulio
n-Me
mphis
Shelby County 1597 1479994706 Low i Primary Care HPSA Popul  Low Incom 31 10 Designated 12/G4/2013
ncom ationy o Populati
e-Fr on HPSA
ayser/
Raleig
h
P
County i HPSA  HPSA HPSA Eef;si:nation
County Name FIPS Code HPSA ID HPSA Name z:zz;plme Designation Type FTE Scare Status Last Updates
Date
Shelby County 1567 100 Primary Care Census Tract Designate  12/04/2013
a
Shelhy County 157 10140 Primary Care Census Tracl Desigrnate  12/04/2013
d
‘ Shelby County 157 101.20 Primary Care Census Tract Desigrate  12/0:/2C13
d
| Shelhy County 157 102,10 Prmary Care Census Tract 12/04/2013
| Shelby County 157 102.26 Piimary Care Census Tracl Designate  12/04/2013
d
Shelby Caunty 157 103 Primary Care Census Tract Designale  12/04/2613
|

d

|

https://datawarehouse.hrsa.gov/tools/analyzers/HpsaFindResults.aspx 1/5



8/10/2017

County Name

1
Shelbyy County

Shielby County

Shelby County

Shelby County

Sheloy County

Shelby Caunty

Shelby County

Shelby County

Shelby Caunty

Shelby County

Shelby Gounty

Shelby County

Shelby County

Shelby County

Sheiby Caunty

Shelby County

Shelby County

Shelby Caunty

Shelby County

Shelby County

Shellyy County

Shelby County

Shelby County

Shelby County

Shelby County

Shelby County

Shelby County

Shelby County

Shelby Caunty

Shelby County

Shelby County

Shelby County

Shelby County

Shelby Counly

https://datawarehouse.hrsa.gov/tools/analyzers/HpsaFindResults.aspx

County Name ¢
ﬁin‘.’lby' County

County
FIPS Cade

Page Size: 2p

157

County FIPS
§ede.0

f
157

167

167

i57

157

157

157

157

157

157

167

157

157

157

157

1587

157

157

HPSA Name

11

HPSA ID 6
111

12

13

20

2051

20612

205.21

20523

205.24

206.31

205,42

208,21

206.44

206,51

pal

24

27

28

30

36

HPSA
Name
[i]

§
{
i

HPSA Find Results

HPSA

Discipline

Class

Primary Care
SA Di i

i

H

Prmary Cara

Primary Care

Primary Care

Primary Care

Piimary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Care

Primary Carc

Primary Care

Designation
Class & primary Caral¥ie Bensys THRED

.. Cénsus Tl‘acl

Designation Type

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Census Tract

Census Tracl

Census Tract

Census Tract

Papulation

lay

PS

A

FTE
i

HPSA
HPSA  HPSA HPSA Designation
FTE Score Status Last Updatet
07 R4 in 01 pe
Designate  '12/04/2013
¢ HPSA Designatio
HPSA Score®  HPSA Staws @ SA.Designatio
Designandst Ypdate Rate
(]
Dissignate.  12/04/2013
d
Designate  12/04/2013
d
Designate  12/04i2013
<]
Designate  12/04/2043
d
Designate  12/04/2013
d
Designate  12/04/2013
d
Designatle  12/04/2013
d
Designate  12/04/2013
d
Designate  12/04/2013
d
Designate  12/04/2013
d
Cesignate  12/04/2813
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AMERICANN PROGRAIM MANAGEMENT

August 11, 2017

J. Richard Wagers, Jr.

Senior Executive Vice President & CFO
Regional One Health

877 Jefferson Avenue

Memphis, TN 38103

Dear Mr. Wagers,

This six bed project will involve only minimal cost to change out signage, etc. Further, to
the best of our knowledge, the project provides a physical environment compliant with all
applicable federal, state and local construction codes, standards, specifications, and
requirements, and the physical environment will conform to applicable federal standards,
manufacturer’s specifications and licensing agencies’ requirements including the 2014 AIA
Guidelines for Design and Construction of Hospitals and Outpatient Facilities.

Slncerely,

Toeew 7] St

Warren N. Goodwin, FAIA
President & CEO

Cc: Graham Baker

810 Crescent Centre Drive, Suite 170  Franklin, Tennessee 37067 WWW.APMPROJECT.COM
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G Regional One Health

EXTENDED CARE

August 11, 2017

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

RE: Regional Med Extended Care Hospital, LLC d/b/a Regional One Health Extended Care
Hospital

Mrs. Hill,

I am the Administrator/CEO of Regional Med Extended Care Hospital d/b/a Regional One Health
Extended Care Hospital. Our latest financials, submitted with our Certificate of Need
application, indicate that we have sufficient cash reserves to fund this $355,000 project. While
the projected cost of the project exceeds $2 million, the remainder will be provided for under a
lease arrangement.

This is to notify you that our cash reserves are available for this project. Please do not hesitate
to contact me with any questions at (901) 515-3030 or via email at
mkelly@regionalonehealth.org.

Sincerely,

ZJLVUK{/‘)
Mark A. Kelly
Administrator &nd CEO
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Basic Financial Statements and Schedules
June 30, 2016 and 2015
(With Independent Auditors’ Report Thereon)
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KPMG LLP

Triad Centre Il

Suite 450

6070 Poplar Avenue
Mermphis, TN 38119-3901

Independent Auditors’ Report

The Board of Directors
Shelby County Health Care Corporation:

We have audited the accompanying statements of net position and statements of revenues, expenses, and
changes in net position and cash flows of Shelby County Health Care Corporation, a component unit of
Shelby County, Tennessee (d/b/a Regional One Health) as of and for the years ended June 30, 2016 and
2015, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
net position of Shelby County Heaith Care Corporation as of June 30, 2016 and 2015, and the respective
changes in net position and cash flows for the years then ended, in accordance with U.S. generally accepted
accounting principles.



Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise Shelby County Health Care Corporation’s basic financial statements. The supplementary
information included in schedules 1, 2, 3, 4, 5, 6, and 7 is presented for the purpose of additional analysis
and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. The information, except for the portion marked “unaudited,” on
which we express no opinion, has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the information
is fairly stated in all material respects in relation to the basic financial statements as a whole.

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 11,
2016, on our consideration of Shelby County Health Care Corporation’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering Shelby County Health Care
Corporation’s internal control over financial reporting and compliance.

KPMe LLP

Memphis, Tennessee
November 11, 2016



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Net Position
June 30, 2016 and 2015

Assets

Assets:
Cash and cash equivalents
Investments

Patient accounts receivable, net of allowances for uncollectible
accounts of $130,031,000 in 2016 and $169,265,000 in 2015

Other receivables
Other current assets

Total current assets

Restricted cash
Restricted investments
Equity investments
Notes receivable
Capital assets, net

Total assets
Liabilities and Net Position
Liabilities:
Accounts payable
Accrued expenses and other current liabilities

Total current liabilities

Accrued professional and general liability costs
Obligation under reverse repurchase agreement
Net postemployment benefit obligation

Notes payable

Total liabilities

Net position:
Net investment in capital assets
Restricted for:
Capital assets
Indigent care
Notes payable
Unrestricted

Total net position

Total liabilities and net position

See accompanying notes to basic financial statements.

2016 2015
16,710,050 9,764,159
111,841,180 109,959,639
64,422,437 68,627,756
13,811,415 10,968,415
7,282,171 7,035,719
214,067,253 206,355,688
437,060 514,785
6,062,721 6,901,313
12,980,671 10,999,876
19,221,600 19,221,600
90,988,913 96,007,465
343,758,218 340,000,727
14,452,736 14,092,765
44,527,850 38,317,676
58,980,586 52,410,441
2,426,000 4,530,000
11,893,738 =
960,000 750,000
26,550,000 26,550,000
100,810,324 84,240,441
64,438,913 69,457,465
1,896,509 2,855,282
702,167 834,684
437,060 514,785
175,473,245 182,098,070
242,947,894 255,760,286
343,758,218 340,000,727




SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Revenues, Expenses, and Changes in Net Position
Years ended June 30, 2016 and 2015

2016 2015
Operating revenues:
Net patient service revenue (including additional incremental
reimbursement from various state agencies for participation
in TennCare/Medicaid programs of approximately
$74,008,000 in 2016 and $67,387,000 in 2015) $ 362,356,166 347,134,962
Other revenue 33,331,773 26,239,916
Total operating revenues 395,687,939 373,374,878
Operating expenses:
Salaries and benefits 191,513,277 179,221,725
Supplies and services 93,353,541 84,128,275
Physician and professional fees 26,080,862 25,475,185
Purchased medical services 56,015,982 44,448,420
Plant operations 14,630,265 13,783,854
[nsurance 422,542 2,843,248
Administrative and general 38,928,298 34,746,038
Community services 933,161 757,581
Depreciation 18,571,929 18,204,987
Total operating expenses 440,449,857 403,609,313
Operating loss (44,761,918) (30,234,435)
Nonoperating revenues (expenses):
Interest expense (397,898) (347,791)
Investment income 3,066,749 3,578,035
Appropriations from Shelby County : 27,408,000 26,816,000
Other 1,872,675 8,730,159
Total nonoperating revenues, net 31,949,526 38,776,403
Increase (decrease) in net position (12,812,392) 8,541,968
Net position, beginning of year 255,760,286 247,218,318
Net position, end of year $ 242,947,894 255,760,286

See accompanying notes to basic financial statements.



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows

Years ended June 30, 2016 and 2015

Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors
Other cash receipts
Payments to suppliers
Payments to employees and related benefits

Net cash used in operating activities

Cash flows from noncapital financing activity:
Appropriations received from Shelby County

Net cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Capital expenditures
Proceeds from pledges
Proceeds from sale of capital assets
Interest payments

Net cash used in capital and related financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Investment in equity investees
Investment income proceeds

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

$

$

2016 2015
367,284,642 335,009,290
33,212,527 25,607,911
(232,319,636) (208,312,598)
(186,503,501) (180,016,276)
(18,325,968) (27,711,673)
25,328,013 26,816,000 *
25,328,013 26,816,000

(13,661,497)

(11,893,966)

22,169

— 31,398
(389,920) (351,916)
(14,051,417) (12,192,315)
(300,665,214) (238,329,755)
312,242,913 249,085,424
— (1,300,000)
2,339,839 3,345,720
13,917,538 12,801,389
6,868,166 (286,599)
10,278,944 10,565,543
17,147,110 10,278,944

(Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows
Years ended June 30, 2016 and 2015

Reconciliation of operating loss to net cash used in operating
activities:
Operating loss
Adjustment to reconcile operating loss to net cash used in
operating activities:
Depreciation
Changes in operating assets and liabilities:
Patients accounts receivable, net
Other receivables
Other current assets
Accounts payable
Accrued expenses and other current liabilities
Accrued professional and general liability costs
Net postemployment benefit obligation

Net cash used in operating activities

Reconciliation of cash and cash equivalents to the statements of net
position:
Cash and cash equivalents in current assets
Cash and cash equivalents held for payment of outstanding
debt fees

Total cash and cash equivalents

Supplemental schedule of noncash investing and financing activities:

Net decrease in the fair value of investments
Equity in net income of equity investees
(Loss) gain on capital asset disposals

See accompanying notes to basic financial statements.

2016 2015
(44,761,918) (30,234,435)
18,571,929 18,204,987
4,205,319 (20,725,209)
(763,013) 937,865
(246,452) (786,317)
359,971 6,069,016
6,202,196 (855,580)
(2,104,000) (322,000)
210,000 —
(18,325,968) (27,711,673)
16,710,050 9,764,159
437,060 514,785
17,147,110 10,278,944
(619,180) (347,515)
1,980,795 8,707,269
(108,121) 721
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Organization and Summary of Significant Accounting Policies

Shelby County Health Care Corporation (d/b/a Regional One Health) was incorporated on June 15, 1981,
with the approval of the Board of County Commissioners of Shelby County, Tennessee (the County).
Regional One Health is a broad continuum healthcare provider that operates facilities owned by the County
under a long-term lease. The lease arrangement effectively provided for the transfer of title associated with
operating fixed assets and the long-term lease (for a nominal amount) of related real property. The lease
expires in 2063.

Regional One Health is a component unit of the County as defined by Governmental Accounting Standards
Board (GASB) Statement No. 61, The Financial Reporting Entity: Omnibus — an amendment of
GASB Statement No. 14 and No. 34. Regional One Health’s component unit relationship to the County is
principally due to financial accountability and financial benefit or burden as defined in GASB Statement
No. 61. Regional One Health is operated by a 15-member board of directors, all of whom are appointed by
the Mayor of the County and approved by the County Commission.

Regional One Health Foundation is a component unit of Regional One Health principally due to Regional
One Health’s financial accountability and financial benefit or burden for Regional One Health Foundation
as defined in GASB Statement No. 61. Regional One Health Foundation is operated by a board of directors,
all of whom are appointed by Regional One Health’s board. Regional One Health Foundation is a blended
component unit of Regional One Health because it provides services entirely to Regional One Health.
Regional One Health Foundation issues separate audited financial statements, which can be obtained by
writing to Regional Medical Center Foundation, 877 Jefferson Avenue, Memphis, Tennessee 38103 or by
calling 901-545-7482.

GASB Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis — for
State and Local Governments, requires a management’s discussion and analysis (MD&A) section providing
an analysis of Regional One Health’s overall financial position and results of operations; however, Regional
One Health has chosen to omit the MD&A from these accompanying financial statements.

The significant accounting policies used by Regional One Health in preparing and presenting its financial
statements follow:

(a)  Presentation

The financial statements include the accounts of Regional One Health and its wholly owned
subsidiaries. Such subsidiaries include Regional One Properties, Inc., Regional Med Extended Care
Hospital, LLC, and Shelby County Health Care Properties, Inc. All material intercompany accounts
and transactions have been eliminated.

(b)  Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues, and expenses, as well as disclosure of contingent assets and liabilities,
Actual results could differ from those estimates.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Significant items subject to estimates and assumptions include the determination of the allowances for
contractual adjustments and uncollectible accounts, reserves for professional and general liability
claims, reserves for employee healthcare claims, net postretirement benefit cost and obligation, and
estimated third-party payor settlements.

In addition, laws and regulations governing Medicare, TennCare, and Medicaid programs are
extremely complex and subject to interpretation. As a result, there is at least a reasonable possibility
that recorded estimates related to these programs will change by a material amount in the near term.,

Enterprise Fund Accounting

Regional One Health’s financial statements are prepared using the economic resources measurement
focus and accrual basis of accounting.

Cash Equivalents

Regional One Health considers investments in highly liquid debt instruments purchased with an
original maturity of three months or less to be cash equivalents.

Investments and Investment Income

Investments are carried at fair value, principally based on quoted market prices. Investment income
(including realized and unrealized gains and losses) from investments is reported as nonoperating
revenue.

Inventories

Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of
cost (first-in, first-out method) or replacement market.

Equity Investments

Equity investments consist of Regional One Health’s equity interests in investments as measured by
its ownership interest if Regional One Health has an ongoing financial interest in or ongoing financial
responsibility for the equity investee. The investments are initially recorded at cost and are
subsequently adjusted for additional contributions, distributions, undistributed earnings and losses,
and impairment losses.

Capital Assets

Capital assets are recorded at cost, if purchased, or at fair value at the date of donation. Depreciation
is provided over the useful life of each class of depreciable asset using the straight-line method.
Maintenance and repairs are charged to operations. Major renewals and betterments are capitalized.
When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts and the gain or loss, if any, is included in nonoperating revenues (expenses)
in the accompanying statements of revenues, expenses, and changes in net position.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health capitalizes interest cost on qualified construction expenditures, net of income
earned on related trusteed assets, as a component of the cost of related projects. No such interest costs
were capitalized in 2016 or 2015.

All capital assets other than land are depreciated using the following lives:

Land improvements 5to 25 years
Buildings and improvements 10 to 40 years
Fixed equipment 5 to 25 years
Movable equipment 3 to 20 years
Software 3 years

Impairment of Capital Assets

Capital assets are reviewed for impairment when service utility has declined significantly. If such
assets are no longer used, they are reported at the lower of carrying value or fair value. If such assets
will continue to be used, the impairment loss is measured using the method that best reflects the
diminished service utility of the capital asset. No charge related to impairment matters was required
during 2016 or 2015.

Compensated Absences

Regional One Health’s employees accumulate vacation, holiday, and sick leave at varying rates
depending upon years of continuous service and payroll classification, subject to maximum limitations.
Upon termination of employment, employees are paid all unused accrued vacation and holiday time at
regular rate of pay up to a designated maximum number of days. Since the employees® vacation and
holiday time accumulates and vests, an accrual for this liability is included in accrued expenses and
other current liabilities in the accompanying statements of net position. An accrual is recognized for
unused sick leave expected to be paid to employees eligible to retire.

Net Position

Net position of Regional One Health is classified into the following components:

o Net investment in capital assets consists of capital assets net of accumulated depreciation, net
of the related debt.

o Restricted includes those amounts with limits on their use that are externally imposed (by
creditors, grantors, contributors, or the laws and regulations of other governments).

o Unrestricted represents remaining amounts that do not meet either of the above definitions.

When Regional One Health has both restricted and unrestricted resources available to finance a
particular program, it is Regional One Health’s policy to use restricted resources before unrestricted
resources.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health Foundation historically and to-date does not maintain donor-restricted
endowment funds, or any Board-designated endowments. Regional One Health Foundation’s Board
has interpreted Tennessee’s State Prudent Management of Institutional Funds Act as requiring the
preservation of the fair value of the original gift as of the gift date of the donor-restricted endowment
funds, absent explicit donor stipulations to the contrary. In all material respects, income from Regional
One Health Foundation’s donor-restricted endowment funds is itself restricted to specific
donor-directed purposes, and is, therefore, accounted for within restricted amounts until expended in
accordance with the donor’s wishes. Regional One Health Foundation oversees individual
donor-restricted endowment funds to ensure that the fair value of the original gift is preserved.

Statement of Revenues, Expenses, and Changes in Net Position

For purposes of presentation, transactions deemed by management to be ongoing, major, or central to
the provision of healthcare services, other than financing costs, are reported as operating revenues and
operating expenses. Other transactions, such as investment income, interest expense, appropriations
from Shelby County, gain (loss) on disposal of capital assets, and equity in earnings are reported as
nonoperating revenues and expenses.

Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive revenue adjustments due to
future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition of
revenue on an estimated basis in the period the related services are rendered and such amounts are
adjusted in future periods as adjustments become known or as years are no longer subject to such
audits, reviews, and investigations. Changes in estimates related to prior cost reporting periods resulted
in an increase in net patient service revenue of approximately $1,332,000 and $587,000 in 2016 and
2015, respectively.

Charity Care

Regional One Health provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because Regional One Health does not
pursue collection of amounts determined to qualify as charity care, they are not reported as revenue.

When defining charity care, Regional One Health employs the Federal Poverty Guideline (FPG) to
determine the level of discount uninsured patients receive. The level by which assistance is determined
is through the scale set by the Department of Health and Human Services, which includes factors such
as residents per household and income. Regional One Health’s methodology includes all patients that
fall at or below the 150% FPG baseline. Regional One Health does not have a cap to which patients
will not qualify for a discount. Additionally, Regional One Health’s charity care guidelines provide
for an expansive definition of charity care patients, including an upfront discount from standard
charges for uninsured patients.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Income Taxes

Regional One Health is a not-for-profit corporation organized by the approval of the Board of County
Commissioners of the County and qualifies as a tax-exempt entity under Internal Revenue Code (1IRC)
Section 501(a) as organizations described in IRC Section 501(c)(3), and therefore, related income is
generally not subject to federal or state income taxes, except for tax on income from activities unrelated
to its exempt purpose as described in IRC Section 512(a). Thus, no provision for income taxes has
been recorded in the accompanying financial statements.

Appropriations

The County has historically appropriated funds annually to Regional One Health to partially offset the
cost of medical care for indigent residents of the County. Appropriations for indigent residents from
the County were $27,408,000 and $26,816,000 for the years ended June 30, 2016 and 2015,
respectively. Appropriations from the County are reported as nonoperating revenue in the
accompanying statements of revenues, expenses, and changes in net position.

Recent Accounting Pronouncements

In February 2015, the GASB issued Standard 72: Fair Value Measurement and Application, which
addresses the accounting and financial reporting issues related to fair value measurements. This
standard defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an ordinary transaction between market participants. GASB 72 requires disclosures to be
made about fair value measurements, the level of fair value hierarchy and valuation techniques.
Additional disclosures are required regarding investments that are valued by net asset per share. This
standard is effective for the financial statements for periods beginning after June 15, 2015
(the Regional One Health 2016 fiscal year). Regional One Health adopted this standard on July 1,
2015. There is no effect on the financial statements related to the adoption of this standard, but
additional disclosures are included in note 2 to the financial statements.

Subsequent Events

Regional One Health has evaluated subsequent events through November 11, 2016, the date at which
the financial statements were issued, and determined that there are no subsequent events to be
recognized in the financial statements and related notes.

Reclassifications

Certain reclassifications have been made to the 2015 financial statements to conform to the 2016
presentation.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Deposits, Investments and Reverse Repurchase Agreement

Deposits and Investments

The composition of cash and cash equivalents follows:

2016 2015
Cash $ 16,690,503 9,744,655
Money market funds 19,547 19,504
$ 16,710,050 9,764,159

Investments and restricted investments include amounts held by both Regional One Health and

Regional One Health Foundation.

The composition of investments and restricted investments follows:

2016 2015
U.S. agencies $ 50,601,257 64,108,405
Certificates of deposit 8,246,030 896,146
Corporate bonds 49,200,185 36,228,983
Demand deposit accounts and money market funds 3,147,369 6,385,686
U.S. government funds 356,578 —
Common stock 5,723,146 8,720,123
Accrued interest 629,336 521.609
$ 117,903,901 116,860,952
The fair value hierarchy of investments follows:
2016
Level 1 Level 2 Level 3 Total
U.S. agencies $ — 50,601,257 —_ 50,601,257
Certificates of deposit — 8,246,030 —_— 8,246,030
Corporate bonds - 49,200,185 o 49,200,185
Demand deposit
accounts and
money market funds — 3,147,369 — 3,147,369
U.S. government funds — 356,578 — 356,578
Common stock 5,723,146 — — 5,723,146
Accrued interest 629,336 — - 629,336
$ 6,352,482 111,551,419 — 117,903,901
12 (Continued)



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

U.S. agencies $
Certificates of deposit
Corporate bonds
Demand deposit
accounts and
money market funds
U.S. government funds
Common stock
Accrued interest

$

Notes to Basic Financial Statements

June 30, 2016 and 2015
2015
Level 1 Level 2 Level 3 Total

— 64,108,405 — 64,108,405
— 896,146 —_ 896,146
—_ 36,228,983 . 36,228,983
— 6,385,686 — 6,385,686
8,720,123 = = 8,720,123
521,609 — — 521,609
9,241,732 107,619,220 —_ 116,860,952

At June 30, 2016, Regional One Health and Regional One Health Foundation had investments in debt
securities with the following maturities:

U.S. agencies
Corporate bonds

Less than 6 months
Fair value 6 months to 1 year 1-5 years Over 5 years
$ 50,601,257 — — 27,768,700 22,832,557
49,200,185 3,378,292 6,376,187 34,403,251 5,040.455
$ 99,801,442 3,378,292 6,376,187 62,173,951 27,873,012

At June 30, 2015, Regional One Health and Regional One Health Foundation had investments in debt
securities with the following maturities:

U.S. agencies
Corporate bonds

Investment and restricted investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1-5 years 5+ years
$ 64,108,405 7,005,393 9,655,516 30,139,605 17,307,891
36,228,983 564,746 2,669,948 29,654,286 3,340,003
$ 100,337,388 7,570,139 12,325,464 59,793,891 20,647,894

There were no investments that represented 5% or more of total investments for Regional One Health
as of June 30, 2016 and 2015. At June 30, 2016, Regional One Health Foundation had one investment
totaling $356,578 in the SEI Daily Income Trust Government Fund that represented 5% or more of
total investments for Regional One Health Foundation. At June 30, 2015, Regional One Health
Foundation had one investment totaling $512,878 in the SEI Daily Income Trust Government Fund
that represented 5% or more of total investments for Regional One Health Foundation.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health and Regional One Health Foundation have separate investment policies that are
included below. The summary of investments throughout the financial statements includes the
combined investment totals of Regional One Health and Regional One Health Foundation.

At June 30, 2016, Regional One Health’s and Regional One Health Foundation’s corporate bonds,
collectively, had the following credit ratings per Standard and Poor’s:

Fair value Credit rating
$ 6,678,364 BBB-
6,559,437 BBB
17,069,371 BBB+
472,500 BB
5,418,430 A-
9,487,056 A
921,745 A+
2,389,373 AA-
= AA+
203,909
$ 49,200,185

At June 30, 2015, Regional One Health’s and Regional One Health Foundation’s corporate bonds,
collectively, had the following credit ratings per Standard and Poor’s:

Fair value Credit rating
$ 4,784,327 BBB-
6,717,033 BBB
6,345,414 BBB+
7,610,862 A-
8,436,865 A
895,896 A+
1,159,164 AA-
279,422 AA+
$ 36,228,983

As of June 30, 2016, Regional One Health’s investment strategy, per its investment policy, is to
provide liquidity to fund ongoing operating needs and to act as a repository for both the accumulation
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

of cash reserves needed to cushion economic down cycles and to provide cash earmarked for strategic
needs.

The portfolio objectives of Regional One Health, listed in order of importance, are as follows:

1.
2.
3.
4.

Preserve principal
Maintain sufficient liquidity to meet future cash needs
Maintain a diversified portfolio to minimize risk

Maximize return subject to the above criteria

The duration of the bond investment portfolio should not exceed six years.

The authorized investments are as follows:

Commercial Paper — Any commercial paper issued by a domestic corporation with a maturity
of 270 or less days that carries at least the second highest rating by a recognized investor service,
preferably Standard and Poor’s and Moody’s Investors Service. Commercial paper shall not
represent more than 50% of the portfolio.

U.S. Treasury Securities — U.S. Treasury notes, bills, and bonds. There is no upper limit
restriction as to the maximum dollar amount or percentage of the portfolio that may be invested
in U.S. Treasury securities.

Bank Obligations — Any certificate of deposit, time deposit, Eurodollar CD issued by a foreign
branch of a U.S. bank, bankers’ acceptance, bank note, or letter of credit issued by a (U.S.) bank
possessing at least the second highest rating by a recognized investor services, preferably
Standard and Poor’s and Moody’s Investors Service. Bank obligations (excluding repurchase
agreements, commercial paper, and investments held by money market and mutual funds) may
not represent more than 30% of the portfolio. In addition, brokered CDs may be purchased from
institutions, irrespective of the institutions’ debt ratings, so long as the obligations are fully
backed by the FDIC.

Repurchase Agreements — Any Repurchase Agreement purchased from one of the top 25
U.S. banks or one of the primary dealers regulated by the Federal Reserve that is at least 102%
collateralized by U.S. government obligations. Repurchase Agreements may not represent more
than 20% of the portfolio.

Money Market Funds — Any open-end money market fund regulated by the U.S. government
under Investment Company Act Rule 2a-7. Any investment fund regulated by a Registered
Investment Advisor under Rule 3c-7. Such fund investment guidelines must state that “‘the fund
will seek to maintain a $1 per share net asset value.” Regional One Health’s investment in any
one fund may not exceed 30% of the assets of the fund into which it is invested.
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Notes to Basic Financial Statements
June 30, 2016 and 2015

United States Government Obligations — Any obligation issued or backed (federal agencies) by
the U.S. government. No more than 25% may be invested in obligations of any one federal
agency.

Corporate Bonds — Obligations of United States and foreign corporations (including trusts and
municipalities of the United States) that carry at least the fourth highest rating by a recognized
rating service, preferably Standard and Poor’s or Moody’s Investors Service. Corporate bonds,
held directly and initially qualifying in one of the above categories, which have been
downgraded below the third highest rating, may be sold at the discretion of management.
Corporate bonds may not represent more than 40% of the portfolio, foreign corporate bonds may
not represent more than 20% of the portfolio, and corporate bonds in the fourth highest rating
category may not represent more than 20% of the portfolio.

Bond Mutual Funds — Any publicly available investment registered under the Investment
Company Act of 1940 as an open-end mutual fund that is managing a portfolio or debt
obligations. Each mutual fund should have a minimum of $2 billion invested and hold at least
100 different debt obligations. Bond mutual funds can only hold the Authorized Investments
meeting all the criteria described above. Additionally, bond mutual funds can hold corporate
bonds in the fifth and sixth highest ratings category as long as such holdings do not exceed 10%
of the portfolio. Corporate bonds, held via bond mutual funds and initially qualifying in one of
the above categories, which have been downgraded below the sixth highest rating, may not
exceed 2% of the portfolio.

Equity Mutual Funds — Any publicly available investment registered under the Investment
Company Act of 1940 as an open-end mutual fund that is managing a portfolio of equity
securities. Each mutual fund should have a minimum of $2 billion invested and hold at least 100
different equity securities. Such holdings should not represent more than 20% of the portfolio,
Equity Mutual Funds can hold equity securities (including common and preferred stocks) of the
1,000 largest corporations in terms of market capitalization and inclusion in the Russell 1000
Index (representing large cap stocks) that are traded on U.S. exchanges reported in the Wall
Street Journal.

Debt Buy Back — Any debt obligation backed directly by Regional One Health may be purchased
so long as it is purchased at a discount.

Notwithstanding the above criteria, direct investments other than mutual funds that meet the
following criteria are not permitted: corporations with more than 25% of revenues derived from
the manufacture and sale of firearms, ammunition, and ammunition magazines to the general
citizenry.

The Finance Committee of the Board of Directors meets periodically to review asset allocation,
portfolio performance, and overall adherence to the investment policy guidelines.

As of June 30,2016 and 2015, Regional One Health Foundation utilized one investment manager. This
manager is required to make investments in adherence to Regional One Health Foundation’s current
investment policy and objectives.
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Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health Foundation follows an investment strategy focused on maximizing total return
(i.e., aggregate return from capital appreciation and dividend and interest income) while adhering to
certain restrictions designed to promote a conservative portfolio.

Specifically, the primary objective of Regional One Health Foundation’s investment management
strategy is to maintain an investment portfolio designed to generate a high level of current income with
above-average stability.

Guidelines for investments and cash equivalents for Regional One Health Foundation follow:

1. Regional One Health Foundation’s assets may be invested only in investment grade bonds rated
Baa or higher as determined by Moody’s Investors Service, or the equivalent by another
acceptable rating agency.

2. The overall market-weighted quality rating of the bond portfolio shall be no lower than A.

3. Regional One Health Foundation’s assets may be invested only in commercial paper rated P-2
(or equivalent) or higher by Moody’s Investors Service or by another acceptable rating agency.

4. The market-weighted maturity of the base portfolio shall be no longer than 10 years.

5. Quality of the equity securities will be governed by the Federal Employee Retirement and
Income Security Act, the Tennessee guidelines for investing trust funds and the “prudent man
rule.”

6.  Conservative option strategies may be used, with a goal of increasing the stability of the
portfolio.

Regional One Health Foundation limits investments in common stock to 40% of its investment
portfolio. The remainder of the portfolio is to be invested in fixed-income investments.

Investment income comprises the following;:

2016 2015
Dividend and interest income $ 3,685,929 3,925,550
Net decrease in fair value of investments (619,180) (347,515)
$ 3,066,749 3,578,035

Reverse Repurchase Agreement

In November 2013, Regional One Health entered into a Master Repurchase Agreement with a financial
institution which allows Regional One Health to enter into transactions using reverse repurchase
agreements, whereas Regional One Health in exchange for a predetermined amount cash, sells or
pledges (i.e., reverse repurchases) its own investments (with a market value approximately 5% higher
than the predetermined amount) and agrees to repurchase the investments at a future date or on demand
for the same predetermined amount of cash plus interest for the period between the two transaction
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Notes to Basic Financial Statements
June 30, 2016 and 2015

dates. Also, Regional One Health is entitled to any maturity or interest payments received on the
investments subject to the reverse repurchase agreement (prior to repurchase) and occasionally
Regional One Health’s investments are substituted, especially when they are redeemed by the issuer.

Regional One Health uses these agreements as a cash management strategy primarily related to the
$50,000,000 cash influx received in July each year, from the County and State appropriations, that is
used by operations over the remainder of the fiscal year. Therefore, it allows Regional One Health to
invest this excess working capital cash for longer periods of time at rates higher than the interest
charged under the reverse repurchase agreements. Consequently, the outstanding amount of repurchase
obligations can be as high as $50,000,000 during any given fiscal year and should be zero shortly
following the $50,000,000 cash influx in July.

These transactions are formally approved within the investment policy of Regional One Health and
the Master Repurchase Agreement, which stays in effect with the financial institution, until either party
terminates. There were no violations of the Master Repurchase Agreement or the Regional One Health
investment policy during the years ended June 30, 2016 and 2015.

During the fiscal year ended June 30, 2016, the outstanding balance of reverse repurchase agreement
obligations ranged between zero and approximately $45,000,000, and was $11,893,738 at June 30,
2016, which is reported as a liability obligation under reverse repurchase agreements on the statement
of net position. During the fiscal year ended June 30, 2015, the outstanding balance of reverse
repurchase agreement obligations ranged between zero and approximately $40,000,000, and there was
no outstanding obligations at June 30, 2015. Interest expense related to the reverse repurchase
agreements was $132,000 and $82,000 for the years ended June 30, 2016 and 2015, respectively, and
is reported within interest expense on the statements of revenues, expenses and changes in net position.
In July 2016, Regional One Health repurchased the outstanding reverse repurchase agreement
obligations of $11,893,738 as of June 30, 2016.

Business and Credit Concentrations

Regional One Health grants credit to patients, substantially all of whom are local area residents. Regional
One Health generally does not require collateral or other security in extending credit to patients; however, it
routinely obtains assignment of (or is otherwise entitled to receive) patients’ benefits payable under their
health insurance programs, plans, or policies (e.g., Medicare, Medicaid, Blue Cross, and commercial
insurance policies).

18 (Continued)



)

)

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

The mix of receivables from patients and third-party payors follows, before application of related valuation

allowances:

Patients

Commercial insurance
Medicare
Medicaid/TennCare

Other Receivables

The composition of other receivables follows:

Accounts receivable from University of Tennessee
Center for Health Services

Accounts receivable from the County

Accounts receivable from the State of Tennessee

Grants receivable

Accounts receivable from UT Regional One Physicians

Other

Other Current Assets

The composition of other current assets follows:

Inventories
Prepaid expenses

19

2016 2015
32% 33%
30 29
21 19
17 19
100% 100%
2016 2015
1,497,523 1,741,599
2,234,667 154,680
4,435,272 3,547,429
343,803 1,025,254
1,648,543 1,295,526
3,651,607 3,203,927
13,811,415 10,968,415
2016 2015
3,383,077 3,280,696
3,899,094 3,755,023
7,282,171 7,035,719
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SHELBY COUNTY HEALTH CARE CORPORATION
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Notes to Basic Financial Statements
June 30, 2016 and 2015

(6) Capital Assets
Capital assets and related activity consist of the following:

Balances at

Balances at

June 30, 2015 Additions Retirements Transfers June 30, 2016
Capital assets not being depreciated:
Construction in progress $ 2,871,413 7.643,499 — (9,449.804) 1.065.108
Land 4,313,278 — - — 4.313.278
Total book value of
capital assets not
being depreciated 7.184,691 7.643,499 - - (9,449,804) 5.378.386
Capital assets being depreciated:
Land improvements 7.390,983 — - 63.149 7.454.132
Buildings 66,758,749 - S - 66,758,749
Fixed equipment 141,514,569 1,417,446 — 3,895,583 146,827.598
Movable equipment 155,015,751 3,631,073 —_ 2,859,061 161,505,885
Software 36.230,377 969.479 (129.744) 2,632,011 39,702,123
Total book value of
capital assets being
depreciated 406,910,429 6,017,998 (129,744) 9,449,804 422,248,487
Less accumulated depreciation for:
Land improvements (5.961.366) (186.154) — —_ (6.147,520)
Buildings (58.019,940) (693.881) - o (58.713.821)
Fixed equipment (102,415,516) (5.076,784) — — (107,492,300)
Movable equipment (128.303,012) (8.446.,819) — — (136,749.831)
Sottware (23.387,821) (4.168,291) 21,624 — (27,534,488)
Total accumulated
depreciation (318.087,655) (18.571.929) 21.624 — (336,637.960)
Capital assets being
depreciated, net 88.822,774 (12,553.931) (108.120) 9,449 804 85.610.527
Capital assets, net $ 96,007,465 (4.910.432) (108.120) — 90,988,913
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Notes to Basic Financial Statements

June 30, 2016 and 2015
Balances at Balances at
June 30,2014 Additions Retirements Transfers June 30, 2015
Capital assets not being depreciated:
Construction in progress $ 1,585,034 5,039,260 e (3,752,881) 2.871.413
Land 5,835,326 — — (1.522.048) 4.313.278
Total book value of
capital assets not
being depreciated 7,420,360 5.039.260 — (5.274,929) 7.184,691
Capital assets being depreciated:
Land improvements 7,269,474 121.509 — — 7.390.983
Buildings 65,236,701 .- — 1.522.048 66.758.749
Fixed equipment 138,900,279 1.801.265 — 813.025 141.514.569
Movable equipment 150,758,409 4.084.035 (223.349) 396.656 155.015.751
Software 32,839,280 847.897 - 2.543.200 36.230.377
Total book value of
capital assets being
depreciated 395,004,143 6,854,706 (223,349) 5,274,929 406,910,429
Less accumulated depreciation for:
Land improvements (5.786,325) (175,041) — — (5.961.366)
Buildings (57.310,792) (709,148) — S (38.019.940)
Fixed equipment (97.386.461) (5.029.055) — — (102.415.516)
Movable equipment (119,918.449) (8.577.235) 192.672 — (128.303.012)
Software (19,673.313) (3,714,508) — - (23.387.821)
Total accumulated
depreciation (300.075.340) (18.204.987) 192.672 — (318.087.655)
Capital assets being
depreciated, net 94,928,803 (11,350.281) (30.677) 5.274.929 88.822.774
Capital assets, net $ 102,349,163 (6,311.021) (30.677) — 96.007.465

(7) Equity Investments

The composition of equity method investments follows:

2016 2015
Investment in Memphis Medical Center Air Ambulance
Service, Inc. (MMCAAS) $ 10,614,448 8,586,001
Regional One RH MOB 1| SPE, LLC 1,066,223 1,113,875
Investment in Central Billing Office 1.300.000 1,300,000
$ 12,980,671 10,999,876

MMCAAS is a nonmember not-for-profit corporation organized to operate an air ambulance service for the
transportation of medical supplies, equipment, and injured or sick persons. MMCAAS was organized by
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Regional One Health and two other local healthcare systems. Regional One Health appoints one-third of the
board members of MMCAAS and is entitled to one-third of the net assets of MMCAAS in the event of
dissolution. MMCAAS maintains separate financial statements, which can be obtained by writing to Hospital
Wing, 1080 Eastmoreland Avenue, Memphis, Tennessee 38104 or by calling 901-522-5321.

Regional One Properties, Inc., a wholly owned subsidiary of Shelby County Health Care Corporation, is a
50% owner in Regional One RH MOB 1| SPE, LLC. This joint venture with a local developer and other
various owners was to purchase an office building in Memphis, Tennessee with intentions of converting this
building into medical space and offices. RH MOB 1 SPE, LLC maintains separate financial statements,
which can be obtained by writing to 6555 Quince, 3330 Preston Ridge Road, Suite 380, Alpharetta, Georgia
30005 or by calling 404-255-6358 extension 229.

The Central Billing Office (CBO) was formed by Regional One Health and two other local healthcare
entities, with Regional One Health being a one-third owner and appointing one-third of the board members.
The CBO performs billing and collection services for its three members, including billing for University of
Tennessee Regional One Physicians (UTROP) services for Regional One Health. The CBO maintains
separate financial statements, which can be obtained by writing to the Partners Central Billing Office, 1407
Union Avenue, Suite 200, Mempbhis, Tennessee 38104 or by calling 901-275-3702

New Market Tax Credit Program and Long-term Debt

Regional One Health entered into a transaction with SunTrust Community Capital, LLC in September 2013
to obtain financing through the New Market Tax Credit (NMTC) Program sponsored by the Department of
Treasury. The NMTC Program permits certain corporate taxpayers to receive a credit against federal income
taxes for making qualified equity investments (QEI) in community development entities. The credit provided
to the investor totals 39% of the initial value of the QEI and is claimed over a seven-year credit allowance
period.

As part of this transaction Regional One Health and SunTrust Community Capital, LLC contributed
approximately $19,222,000 and $7,328,000, respectively, to The Med Memphis Investment Fund, LLC, an
entity created to provide funding for investments in special purposes entities called community development
entities (CDEs). Regional One Health provided funding and received a notes receivable as part of the NMTC
program as follows:

2016 2015
Notes receivable $ 19,221,600 19,221,600

The notes receivable requires interest only payments of 1.119% annually on the unpaid principal balance,
which is due on February 15 following the end of a calendar year, beginning February 15, 2014 through
February 15, 2021. Beginning on February 15, 2022, principal and interest payments will be due and will
continue annually until the maturity of the notes receivable on February 15, 2035. Additional principal
payments are required related to this notes receivable in an amount equal to 90% of net cash flow, as defined
in the borrowers operating agreement.
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Shelby County Health Care Properties, Inc. was formed as part of the NMTC Program with Regional One
Health as the sole member. Shelby County Health Care Properties, Inc. executed note payable agreements
on September 13, 2013 with several CDE’s that provide for borrowings of $26,550,000. The proceeds from
these notes payable were used for the expansion of Regional One Health and are treated as a “qualified
low-income community investment” for purposes of generating new markets tax credits under Section 45d
of the Internal Revenue Code of 1986, as amended.

Long-term debt related to the NMTC program is summarized as follows:

2016 2015

Note payable to RGC 2, LL.C, interest paid quarterly at an interest

rate of 1.00%, the maturity date is September 13, 2038 $ 5,500,000 5,500,000
Note payable to NDC New Markets Investments LXXXIII, LLC,

interest paid quarterly at an interest rate of 1.00%, the maturity

date is September 13, 2038 6,790,000 6,790,000
Note payable to CHHS Subsidiary CDE 7, LLC, interest paid

quarterly at an interest rate of 1.00%, the maturity date is

September 13, 2038 7,760,000 7,760,000
Note payable to ST CDE XIV, LLC, interest paid quarterty at an

interest rate of 1.00%, the maturity date is September 13, 2038 6,500,000 6,500,000

$ 26,550,000 26,550,000

A schedule of changes in the long-term debt related to the NMTC program for 2016 follows:

Date of Balance Balance Due within
Issuance July 1, 2015 Additions Retired June 30, 2016 one year
Note payable to RGC 2, LLC 9/13/2013 § 5,500,000 — — 5,500,000 —
Note payable to NDC
New Markets Investment
LXXXIIL LLC 9/13/2013 6,750,000 — — 6,790,000
Note payable to CHHS
subsidiary CDE 7, LLC 9/13/2013 7,760,000 — — 7,760,000 —
Note payable to ST CDE
XIV,LLC 9/13/2013 6,500,000 — — 6,500,000 —
$ 26,550,000 — — 26,550,000 —
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A schedule of changes in the long-term debt related to the NMTC program for 2015 follows:

Date of Balance Balance Due within
Issuance July 1, 2014 Additions Retired June 30, 2015 one year
Note payable to RGC 2, LLC 9/13/2013  § 5,500,000 — — 5,500,000 —
Note payable to NDC
New Markets Investment
LXXXIII, LLC 9/13/2013 6,790,000 — — 6,790,000 —
Note payable to CHHS
subsidiary CDE 7, LLC 9/13/2013 7,760,000 — — 7,760,000 —
Note payable to ST CDE
XIV,LLC 9/13/2013 6,500,000 — — 6,500,000 —
$ 26,550,000 —- — 26,550,000 —

The aggregate annual maturities of the long-term debt at June 30, 2016 are as follows:

2017 $ _
2018 —
2019 -
2020 —
2021 —
Thereafter 26,550,000

$ 26,550,000

The annual interest payments associated with long-term debt are as follows:

2017 $ 265,500
2018 265,500
2019 265,500
2020 556,350
2021 79,597
Thereafter 28,986,051

$§ 30,418,498

The principal balance is due, for each of the notes payable listed above, in its entirety on the stated maturity

date. Interest paid was approximately $265,500 and $270,000 in 2016 and 2015, respectively.
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Accrued Expenses and Other Current Liabilities

The composition of accrued expenses and other current liabilities follows:

2016 2015

Due to third-party payors $ 17,624,000 16,013,000
Compensated absences 8,917,099 9,341,125
Deferred grant revenue 248,071 164,375
Accrued payroll and withholdings 12,827,951 7,487,149
Accrued employee healthcare claims 2,808,000 2,715,000
Professional and general liability costs 1,800,000 2,300,000
Other 302,729 297,027

$ 44,527,850 38,317,676

Net Patient Service Revenue

Regional One Health has agreements with governmental and other third-party payors that provide for
reimbursement to Regional One Health at amounts different from its established rates. Contractual
adjustments under third-party reimbursement programs represent the difference between billings at
established rates for services and amounts reimbursed by third-party payors. A summary of the basis of
reimbursement with major third-party payors follows:

Medicare — Substantially all acute care services rendered to Medicare program beneficiaries are paid
at prospectively determined rates. These rates vary according to patient classification systems that are
based on clinical, diagnostic, and other factors. Certain types of exempt services and other defined
payments related to Medicare beneficiaries are paid based on cost reimbursement or other
retroactive-determination methodologies. Regional One Health is paid for retroactively determined
items at tentative rates with final settlement determined after submission of annual cost reports by
Regional One Health and audits thereof by Regional One Health fiscal intermediary.

Regional One Health’s classification of patients under the Medicare program and the appropriateness
of their admission are subject to an independent review by a peer review organization. Regional One
Health’s Medicare cost reports have been audited and settled by Regional One Health’s fiscal
intermediary through June 30, 2013. Revenue from the Medicare program accounted for
approximately 24% and 21% of Regional One Health’s net patient service revenue for the years ended
June 30, 2016 and 2015, respectively.

TennCare — Under the TennCare program, patients traditionally covered by the State of Tennessee
Medicaid program and certain members of the uninsured population enroll in managed care
organizations that have contracted with the State of Tennessee to ensure healthcare coverage to their
enrollees. Regional One Health contracts with the managed care organizations to receive
reimbursement for providing services to these patients. Payment arrangements with these managed
care organizations consist primarily of prospectively determined rates per discharge, discounts from
established charges, or prospectively determined per diem rates. Revenue from the TennCare program
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accounted for approximately 22% of Regional One Health’s net patient service revenue for both the
years ended June 30, 2016 and 2015.

Regional One Health has historically received incremental reimbursement in the form of Essential
Access payments through its participation in the TennCare Program. Amounts received by Regional
One Health under this program were approximately $66,200,000 and $59,700,000 in 2016 and 2015,
respectively. These amounts have been recognized as reductions in related contractual adjustments in
the accompanying statements of revenues, expenses, and changes in net position. There can be no
assurance that Regional One Health will continue to qualify for future participation in this program or
that the program will not ultimately be discontinued or materially modified. Any material reduction in
such funds has a correspondingly material adverse effect on Regional One Health’s operations.

Arkansas Medicaid— Substantially all inpatient and outpatient services rendered to Arkansas Medicaid
program beneficiaries are paid under prospective reimbursement methodologies established by the
State of Arkansas. Certain other reimbursement items (principally inpatient nursery services and
medical education costs) are based upon cost reimbursement methodologies. Regional One Health is
reimbursed for cost reimbursable items at tentative rates with final settlement determined after
submission of annual cost reports by Regional One Health and audits thereof by the Arkansas
Department of Health and Human Services (DHHS). Regional One Health’s Arkansas Medicaid cost
reports have been audited and settled by the Arkansas DHHS through June 30, 2012. Revenue from
the State of Arkansas Medicaid program accounted for approximately 2% of Regional One Health’s
net patient service revenue for both years ended June 30, 2016 and 2015.

Regional One Health has historically received incremental reimbursement in the form of Upper
Payment Limit (UPL) and additional appropriation payments through its participation in the State of
Arkansas Medicaid program. The net benefit for Regional One Health associated with this program,
totaling approximately $2,500,000 and $2,300,000 for the years ended June 30, 2016 and 2015,
respectively, has been recognized as a reduction in related contractual adjustments in the
accompanying statements of revenues, expenses, and changes in net position. There can be no
assurance that Regional One Health will continue to qualify for future participation in this program or
that the program will not ultimately be discontinued or materially modified.

Mississippi Medicaid — Inpatient and outpatient services rendered to Mississippi Medicaid program
beneficiaries are generally paid based upon prospective reimbursement methodologies established by
the State of Mississippi. Revenue from the State of Mississippi Medicaid program accounted for
approximately 2% of Regional One Health’s net patient service revenue for both the years ended
June 30, 2016 and 2015.

Regional One Health has historically received incremental reimbursement in the form of Upper
Payment Limit (UPL) and additional appropriation payments through its participation in the State of
Mississippi Medicaid program. The net benefit for Regional One Health associated with this program,
totaling approximately $5,400,000 for both the years ended June 30, 2016 and 2015, and has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net position.
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° Other — Regional One Health has also entered into payment agreements with certain commercial
insurance carriers, health maintenance organizations, and preferred provider organizations. The
reimbursement methodologies under these agreements include prospectively determined rates per
discharge, per diem amounts, and discounts from established charges.

The composition of net patient service revenue follows:

2016 2015
Gross patient service revenue $ 1,152,642,901 1,106,384,701
Less provision for contractual and other adjustments 767,779,648 670,979,457
Less provision for bad debts 22,507,087 88,270,282
Net patient service revenue $ 362,356,166 347,134,962

The composition of incremental reimbursement from various state agencies for participation in
TennCare/Medicaid programs follows:

2016 2015
TennCare essential access $ 66,150,059 59,654,700
Arkansas UPL/Disproportionate share 2,497,816 2,326,509
Mississippi disproportionate share 5,360,521 5,405,965
Total payments $ 74,008,396 67,387,174

The Health Information Technology for Economic and Clinical Health (HITECH) Act was enacted as part
of the American Recovery and Reinvestment Act of 2009 and signed into law in February 2009. In the
context of the HITECH Act, Regional One Health must implement a certified Electronic Health Record
(EHR) in an effort to promote the adoption and “meaningful use” of health information technology (HIT).
The HITECH Act includes significant monetary incentives and payment penalties meant to encourage the
adoption of EHR technology. Regional One Health received approximately $1,792,000 and $391,000 of
incentive payments related to EHR implementation for the years ended June 30, 2016 and 2015, respectively.
These amounts are included in net patient service revenue within the statements of revenues, expenses, and
change in net position.

Charity Care

Regional One Health maintains records to identify and monitor the level of charity care it provides. These
records include the amount of charges foregone for services and supplies furnished under its charity care
policy. Charges foregone, based on established rates, were approximately $291,300,000 and $283,700,000
in 2016 and 2015, respectively. Included in the charges foregone is the upfront discount applied to all
uninsured patients of approximately $140,000,000 and $98,300,000 in 2016 and 2015, respectively, as
Regional One Health does not pursue collection on these amounts. Regional One Health’s estimated cost of
caring for charity care patients for the years ended June 30, 2016 and 2015, was approximately $88,300,000
and $82,600,000, respectively.
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(12) Retirement Plans

(@)

Defined Benefit Plan

Regional One Health contributes to the Shelby County Retirement System (the Retirement System), a
cost-sharing single-employer defined benefit public employee retirement system (PERS) established
by Shelby County, Tennessee. The Retirement System is administered by a board, the majority of
whose members are nominated by the Shelby County Mayor, subject to approval by the Shelby County
Board of Commissioners. The Retirement System issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be obtained by
writing to the Shelby County Retirement System, Suite 950, 160 North Main, Mempbhis, Tennessee
38103 or by calling 901-545-3570.

Shelby County provides office space and certain administrative services at no cost to the Retirement
System. All other costs to administer the plan are paid from plan earnings.

The Retirement System consists of three plans (Plans A, B, and C). In 1990, Plans A and B were
merged into one reporting entity, whereby total combined assets of the merged plans are available for
payment of benefits to participants of either of the two previously existing plans. In 2005, Plan C was
added and merged with Plans A and B for funding purposes. While the plans were merged, the
Retirement System has retained the membership criteria of the previous plans, which are as follows:

) Plan C, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees who are also eligible for Plan A,

o Plan B, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired prior to December 1, 1978, and

. Plan A, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired on or after December 1, 1978, and those employees that elected to transfer to
Plan A from Plan B before January 1, 1981. Plan A was noncontributory for all years prior to
2013.

The Shelby County Board of Commissioners establishes the Retirement System’s benefit provisions.
Regional One Health pays the established contribution rate to the Shelby County Pension Plan with
the employee contribution being withheld from employee pay and Regional One Health paying the
employer contribution rate. Regional One Health has no further obligation once the employee leaves
Regional One Health. The Retirement System provides retirement, as well as survivor and disability
defined benefits.

The Retirement System’s funding policy for employee contribution requirements is established by the
Board of Administration of the Retirement System. The Shelby County Board of Commissioners
establishes the Retirement System’s funding policy for employer contribution requirements. For fiscal
years 2016, 2015, and 2014, the employer contribution requirements were based on the actuarially
determined contribution rates, which were 13.26%, 13.35%, and 13.26%, respectively.
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The actuarially determined contribution rate was calculated using a projected unit credit service pro
rata cost method for Plan A, Plan B, and Plan C participants.

For fiscal years 2016, 2015, and 2014, the following contributions were made to the defined benefit

plans:
2016 2015 2014
Regional One Health’s contributions:
Plan A $ 168,514 266,282 367,032
Plan B - 233 2,020
Plan C 39,839 157,330 82,447
Employee contributions:
Plan A 5 15,971 27,224 20,783
Plan B — 82 709
Plan C 15,259 24,700 23,343

The contributions as a percentage of earned compensation were the same as those for the Retirement
System. Regional One Health contributed 100% of its required contributions in 2016, 2015, and 2014,

(b) Defined Contribution Plan

Effective October 1, 2009, Regional One Health established, under the authority of its Board of
Directors, The Regional Medical Center at Memphis 403(b) Retirement Plan, a defined contribution
pension plan covering employees 21 years of age and older who have completed one year of service.
The plan is administered by Regional One Health. The plan provides for a 100% employer match on
employee contributions up to 4% of employee compensation. Participants are immediately vested in
their contributions plus actual earnings thereon. Participants vest 20% in the employers matching
contributions after two years of service, 50% after three years, 75% after four years, and 100% after
five years. Forfeitures remain in the plan for the benefit of other participants. Regional One Health
contributed approximately $2,800,000 and $2,400,000 to the 403(b) plan for the years ended June 30,
2016 and 2015, respectively. 403(b) plan participants contributed approximately $5,100,000 and
$4,300,000 to the 403(b) plan for the years ended June 30, 2016 and 2015, respectively.

Effective December 1, 2010, Regional One Health established, under the authority of its Board of
Directors, The Regional Medical Center at Memphis Nonqualified Supplemental Retirement Plan
(Supplemental Retirement Plan). The plan is administered by Regional One Health. The Supplemental
Retirement Plan was formed under Section 457(f) of the IRC of 1986, and management believes that
it complies with all provisions applicable to a nonqualified deferred compensation plan under IRC
Section 409A. Plan participants contributed approximately $757,000 and $194,000 to the plan for the
years ended June 30, 2016 and 20135, respectively.

(13) Postretirement Benefit Plan

Regional Medical Center Healthcare Benefit Plan (the Plan) is a single-employer defined benefit healthcare
plan sponsored and administered by Regional One Health. The Plan provides medical and life insurance
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benefits to eligible retirees and their spouses. Regional One Health’s Board of Directors is authorized to
establish and amend all provisions. Regional One Health does not issue a publicly available financial report
that includes financial statements and required supplementary information for the Plan.

During fiscal year 2010, Regional One Health’s Board of Directors approved a plan amendment that
eliminated medical coverage for those employees who did not have 15 years of service as of December 31,
2009 and eliminated life insurance coverage for those employees retiring January 1, 2010 or later.

Per GASB Statement No. 45, Accounting and Financial Reporting Employers for Postemployment Benefits
Other Than Pensions, for financial reporting purposes an actuarial valuation is required at least biennially
for postretirement benefit plans with a total membership of 200 or more. Regional One Health’s
postretirement benefit plan had approximately 308 members as of the last actuarial valuation of June 30,
2016.

(a) Funding Policy

The contribution requirements of employees and the Plan are established and may be amended by
Regional One Health’s Board of Directors. Monthly contributions are required by retirees who are
eligible for coverage. Regional One Health pays for costs in excess of required retiree contributions.
These contributions are assumed to increase based on future medical plan cost increases. For fiscal
2016 and 2015, Regional One Health contributed approximately $959,000 and $1,181,000,
respectively, net of retiree contributions, to the Plan. Plan members receiving benefits contributed
approximately $154,000 in fiscal 2016 and $233,000 in fiscal 2015 through their required
contributions. The following table summarizes the monthly contribution rates for the year beginning

July I, 2015:

Retiree Spouse
Pre-Medicare $ 2,004 2,244
Pre-Medicare eligible 708 1,668

(b) Annual OPEB Cost and Net OPEB Obligation

Regional One Health’s annual other postemployment benefit (OPEB) cost is calculated based on the
annual required contribution of the employer (ARC), an amount actuarially determined in accordance
with the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid
on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period of 30 years. The following table shows the components of
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Regional One Health’s annual OPEB cost for fiscal 2016, the amounts actually contributed to the Plan,
and changes in Regional One Health’s net OPEB obligation:

2016 2015*
Annual required contributions and annual OPEB cost $ 1,323,070 1,290,462
Contributions made 1,113,070 1,452,462
Increase (decrease) in net OPEB obligation 210,000 (162,000)
Net OPEB obligation, beginning of year 750,000 912,000
Net OPEB obligation, end of year $ 960,000 750,000

Three-Year Trend Information

Percentage of

annual
Annual OPEB cost Net OPEB
Fiscal year ended OPEB cost contributed obligation
June 30, 2016 $ 1,323,070 79.0% $ 918,679
June 30, 2015 1,350,954 107.5 646,672
June 30, 2014 1,297,799 114.6 748,180

Regional One Health did not obtain an actuarial evaluation of the postemployment benefit plan, as allowed by relevant
accounting literature, for the year ended June 30, 2015, so the results reported above are related to the June 30, 2014
valuation.

Funded Status and Funding Progress — Required Supplementary Information

As of July 1, 2015, the Plan was not funded. The actuarial accrued liability for benefits was
$19,271,148 resulting in an unfunded actuarial accrued liability (UAAL) of $19,271,148.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, as presented below as required
supplementary information, presents multiyear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.
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(e) Schedule of Funding Progress — Required Supplementary Information

Analysis of the Plan’s funding status follows:

Actuarial AAL asof a
Actuarial accrued Plan assets percentage
value of liability less than Covered of covered
Actuarial valuation date* plan assets (AAL) AAL Funded ratio payroll payroll
Juty 1,2013 $ — 20,050,142 20,050,142 — $ 18,116,59 111.0
July 1,2014 — 20,050,142 20,050,142 — 18,116,596 110
July 1, 2015 — 19,271,148 19,271,148 — 18,693,833 109,0

* All inputs for valuation is provided as of beginning of the fiscal year being actuarially valuated

() Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2015 actuarial valuation, the projected unit credit actuarial method was used. The
actuarial assumptions included a 3% investment rate of return, which is a long-term rate of return on
general account assets, and an annual inflation rate and annual healthcare cost trend rate of 7.1%,
reducing each year until it reaches an annual rate of 4.4% in 2084. The UAAL is being amortized,
using a level percentage of pay method, over a 30-year period under the Projected Unit Credit Method.

(14) Transactions with University of Tennessee Center for Health Services

Regional One Health contracts with University of Tennessee Center for Health Services (UTCHS) and
University of Tennessee Medical Group (UTMG) to provide, among other things, Regional One Health’s
house staff, professional supervision of certain ancillary departments, and professional care for indigent
patients. Regional One Health also provides its facilities as a teaching hospital for UTCHS.

Operating expenses include approximately $21,600,000 and $26,100,000 for the years ended June 30, 2016
and 2015, respectively, for all professional and other services provided by UTCHS/UTMG.

On October 1, 2014, Regional One Health and the University of Tennessee Health Science Center created a
jointly governed physician’s group known as the University of Tennessce Regional One Physicians
(UTROP). The UTROP physician group will replace the existing relationship between Regional One Health
and UTMG, and will provide Regional One Health’s professional supervision of certain ancillary
departments and professional care for patients. Under the UTROP professional services agreement, UTROP
assigns all physician revenue to Regional One Health for a fixed contracted fee based on the number of
physicians needed to operate the hospital. Regional One Health records the patient service revenue earned
by these physicians as gross patient service revenue and is at risk for the collection of these amounts. The
fixed fee amount paid by Regional One Health to UTROP during the 2016 and 2015 years was approximately
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$51,300,000 and $35,600,000, respectively, and is included in purchased medical services on the statements
of revenues, expenses, and changes in net position.,

Risk Management

Regional One Health has a self-insurance program for professional and general liability risks, both with
respect to claims incurred after the effective date of the program and claims incurred but not reported prior
to that date. Regional One Health has not acquired any excess coverage for its self-insurance because
Regional One Health is afforded sovereign immunity in accordance with applicable statutes. Presently,
sovereign immunity limits losses to $300,000 per claim. Regional One Health has recorded an accrual for
self-insurance losses totaling approximately $4,200,000 and $6,800,000 at June 30, 2016 and 2015,
respectively.

Incurred losses identified through Regional One Health’s incident reporting system and incurred but not
reported losses are accrued based on estimates that incorporate Regional One Health’s current inventory of
reported claims and historical experience, as well as considerations such as the nature of each claim or
incident, relevant trend factors, and advice from consulting actuaries.

The following is a summary of changes in Regional One Health’s self-insurance liability for professional
and general liability costs for fiscal 2016 and 2015:

2016 2015
Balance at July | $ 6,830,000 7,152,000
Provision for claims reported and claims incurred but not reported (1,777,112) 179,580
Claims paid (826,888) (501,580)
4,226,000 6,830,000
Amounts classified as accrued expenses and other current liabilities (1,800,000) (2,300,000)
Balance at June 30 $ 2,426,000 4,530,000

Like many other businesses, Regional One Health is exposed to various risks of loss related to theft of,
damage to, and destruction of assets; business interruption; errors and omissions; employee injuries and
illness; and natural disasters. Commercial insurance coverage is purchased for claims arising from such
matters. Claims settled through June 30, 2016 have not exceeded this commercial coverage in any of the
three preceding years.
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The following is a summary of changes in Regional One Health’s self-insurance liability for employee health
coverage (included in accrued expenses and other current liabilities in the accompanying balance sheets) for
fiscal 2016 and 2015:

2016 2015
Balance at July 1 $ 2,715,000 1,826,000
Claims reported and claims incurred but not reported 18,433,806 16,024,010
Claims paid (18,340,806) (15,135,010)
Balance at June 30 $ 2,808,000 2,715,000

Commitments

Regional One Health has outstanding service contracts for management services, equipment maintenance,
and blood supply services. Estimated future payments under the contracts follow:

2017 $ 3,712,864
2018 2,862,018
2019 2,415,295
2020 2,172,756
2021 1,519,940
Thereafter 1,294,327

$ 13,977,200

Expense under these contracts and other contracts was approximately $13,700,000 and $11,800,000 for the
years ended June 30, 2016 and 2015, respectively.

Leases

Regional One Health has entered into noncancelable operating leases for certain buildings and equipment.
Rental expense for all operating leases was approximately $5,300,000 and $5,200,000 for the years ended
June 30, 2016 and 2015, respectively. The future minimum payments under noncancelable operating leases
as of June 30, 2016 follow:

2017 $ 5,301,607
2018 4,725,940
2019 2,147,698
2020 1,756,670
2021 1,456,202
Thereafter 8,046,932

$ 23,435,049
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30,2016 and 2015

(18) Healthcare Industry Environment

Management at Regional One Health continually monitors economic conditions closely, both with respect
to potential impacts on the healthcare provider industry and from a more general business perspective.
Management recognizes that economic conditions may continue to impact Regional One Health in a number
of ways, including uncertainties associated with U.S. healthcare system reform and rising self-pay and
emerging high-deductible plan funded patient volumes coupled with increases in uncompensated care and
decreasing reimbursement rates relative to governmental payors.
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(A Component Unit of Shelby County, Tennessee)
Combining Schedule — Statement of Net Position
June 30, 2016

Shelby County

SHELBY COUNTY HEALTH CARE CORPORATION

Shelby County

Health Care

Health Care

Schedule 1

Assets Corporation Properties, Inc. Combined
Assets:
Cash and cash equivalents $ 16,657,356 52,694 16,710,050
Investments 111,841,180 — 111,841,180
Patient accounts receivable, net 64,422,437 — 64,422,437
Other receivables 13,662,415 149,000 13,811,415
Other current assets 6,432,834 849,337 7,282,171
Total current assets 213,016,222 1,051,031 214,067,253
Restricted cash - 437,060 437.060
Restricted investments 6,062,721 - 6,062,721
Equity investments 12,980,671 — 12,980,671
Notes receivable 19,221,600 - 19,221,600
Capital assets, net 50,401,613 40,587,300 90,988,913
Total assets $ 301,682,827 42,075,391 343,758,218
Liabilities and Net Position
Liabilities:
Accounts payable $ 14,452,736 — 14,452,736
Accrued expenses and other current liabilities 44,379,028 148,822 44,527,850
Total current liabilities 58,831,764 148,822 58,980,586
Accrued professional and general liability costs 2,426,000 — 2,426,000
Obligation under reverse repurchase agreement 11,893,738 — 11,893,738
Net postemployment benefit obligation 960,000 — 960,000
Notes payable C— 26,550,000 26,550,000
Total liabilities 74,111,502 26,698,822 100,810,324
Net position:
Invested in capital assets 50,401,613 14,037,300 64,438,913
Restricted for:
Capital assets 1,896,509 —_— 1,896,509
Indigent care 702,167 — 702,167
Notes payable - 437,060 437,060
Unrestricted 174,571,036 902,209 175,473,245
Total net position 227,571,325 15,376,569 242,947,894
Total liabilities and net position $ 301,682,827 42,075,391 343,758,218

See accompanying independent auditors’ report.

36



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Combining Schedule — Statement of Net Position

Assets
Assets:
Cash and cash equivalents
Investments

Patient accounts receivable, net
Other receivables
Other current assets

Total current assets

Restricted cash
Restricted investments
Equity investments
Notes receivable
Capital assets, net

Total assets
Liabilities and Net Position
Liabilities:
Accounts payable
Accrued expenses and other current liabilities
Total current liabilities

Accrued professional and general liability costs
Net postemployment benefit obligation
Notes payable

Total liabilities

Net position:
Invested in capital assets
Restricted for:
Capital assets
Indigent care
Notes payable
Unrestricted

Total net position

Total liabilities and net position

See accompanying independent auditors’ report.

June 30, 2015

Schedule 2

Shelby County Shelby County

Health Care Health Care
Corporation Properties, Inc. Combined
$ 9,716,806 47,353 9,764,159
109,959,639 — 109,959,639
68,627,756 — 68,627,756
10,819,415 149,000 10,968,415
5,983,237 1,052,482 7,035,719
205,106,853 1,248,835 206,355,688
— 514,785 514,785
6,901,313 — 6,901,313
10,999,876 — 10,999,876
19,221,600 — 19,221,600
56,687,502 39,319,663 96,007,165
$ 298,917,144 41,083,283 340,000,427
$ 14,092,765 - 14,092,765
38.169,476 148,200 38,317,676
52,262,241 148,200 52,410,441
4,530,000 - 4,530,000
750,000 . 750,000
— 26,550,000 26,550,000
57,542,241 26,698,200 84,240,441
56,687,802 12,769,663 69,457,465
2,855,282 — 2,855,282
834,684 — 834,684
— 514,785 514,785
180,997,435 1,100,635 182,098,070
241,375,203 14,385,083 255,760,286
$ 298,917,444 41,083,283 340,000,727
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Combining Schedule — Statement of Revenues, Expenses, and Changes in Net Position

Operating revenues:

Net patient service revenue

Other revenue

Total operating revenues

Operating expenses:
Salaries and benefits
Supplies and services

Physician and professional fees
Purchased medical services

Plant operations

Insurance

Administrative and general

Community services
Depreciation

Nonoperating revenues (expenses):

Total operating expenses

Operating loss

Interest expense
Investment income (loss)

Appropriations from Shelby County

Other

Transfers in (out)

Net position, beginning of year

Year ended June 30, 2016

Total nonoperating revenues (expenses), net

(Decrease) increase in net position

Net position, end of year

See accompanying independent auditors’ report.
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Shelby County

Health Care
Corporation

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Shelby County

Health Care

Properties, Inc.

Schedule 3

Combined

362,356,166

298,000

362,356,166

33,033,773 33,331,773
395,389,939 298,000 395,687,939
191,513,277 = 191,513,277

93,353,541 - 93,353,541

26,080,862 = 26,080,862

56,015,982 = 56,015,982

14,630,265 — 14,630,265

422,542 = 422,542

38,619,647 308,651 38,928,298

933,161 — 933,161

13,425,927 5,146,002 18,571,929
434,995,204 5,454,653 440,449,857
(39,605,265) (5,156,653) (44,761,918)

(132,398) (265,500) (397,898)
3,066,749 = 3,066,749
27,408,000 — 27,408,000
1,872,675 - 1,872,675

(6,413,639) 6,413,639 —

25,801,387 6,148,139 31,949,526
(13,803,878) 991,486 (12,812,392)
241,375,203 14,385,083 255,760,286
227,571,325 15,376,569 242,947,894




Schedule 4

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Combining Schedule — Statement of Revenues, Expenses, and Changes in Net Position

Year ended June 30,2015

Operating revenues:
Net patient service revenue
Other revenue

Total operating revenues

Operating expenses:
Salaries and benefits
Supplies and services
Physician and professional fees
Purchased medical services
Plant operations
Insurance
Administrative and general
Community services
Depreciation

Total operating expenses
Operating loss

Nonoperating revenues (expenses):
[nterest expense
Investment income
Appropriations from Shelby County
Other
Transfers in (out)

Total nonoperating revenues (expenses), net
Increase (decrease) in net position
Net position, beginning of year

Net position, end of year

See accompanying independent auditors’ report.

Shelby County
Health Care

Shelby County
Health Care

Corporation Properties, Inc. Combined
$ 347,134,962 — 347,134,962
25,941,916 298,000 26,239,916
373,076,878 298,000 373,374,878
179,221,725 — 179,221,725
84,128,275 - 84,128,275
25,475,185 — 25,475,185
44,448,420 — 44,448,420
13,783,854 - 13,783,854
2,843,248 — 2,843,248
34,498,576 247,462 34,746,038
757,581 — 757,581
13,527,554 4,677,433 18,204,987
398,684,418 4,924,895 403,609,313
(25,607,540) (4,626,895) (30,234,435)
(82,291) (265,500) (347,791)
3,578,035 — 3,578,035
26,816,000 — 26,816,000
8,729,084 1,075 8,730,159
(3,869,244) 3,869,244 —
35,171,584 3,604,819 38,776,403
9,564,044 (1,022,076) 8,541,968
231,811,159 15,407,159 247,218,318
$ 241,375,203 14,385,083 255,760,286
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SHELBY COUNTY HEALTH CARE CORPORATION

(A Component Unit of Shelby County, Tennessee)

Combining Schedule — Statement of Cash Flows
Year ended June 30, 2016

Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors
Other cash receipts
Payments to suppliers
Payments to employees and related benefits

Net cash (used in) provided by operating activities

Cash flows from noncapital financing activity:
Appropriations received from Shelby County

Net cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Capital expenditures
Interest payments

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Investment income proceeds

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying independent auditors’ repott.
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$
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Shelby County
Health Care

Shelby County
Health Care

Schedule 5

Corporation Properties, Inc. Combined
367,284,642 — 367,284,642
32,914,527 298,000 33,212,527
(232,214,752) (104,884) (232,319,636)
(186,503,501) — (186,503,501)
(18,519,084) 193.116 (18,325,968)
25,328,013 — 25,328,013
25,328,013 — 25,328,013
(13,661,497) — (13,661,497)
(124,420) (265,500) (389,920)
(13,785,917) (265,500) (14,051,417)
(300,665,214) — (300,665,214)
312,242,913 — 312,242,913
2,339,839 — 2,339,839
13,917,538 — 13,917,538
6,940,550 (72,384) 6,868,166
9,716,806 562.138 10,278,944
16,657,356 489,754 17,147,110




SHELBY COUNTY HEALTH CARE CORPORATION

(A Component Unit of Shelby County, Tennessee)
Combining Schedule — Statement of Cash Flows

Year ended June 30, 2015

Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors
Other cash receipts
Payments to suppliers
Payments to employees and related benefits

Net cash (used in) provided by operating activities

Cash flows from noncapital financing activity:
Appropriations received from Shelby County

Net cash provided by noncapital financing activity

Cash flows from capital and related financing activities:
Capital expenditures
Proceeds from pledges
Proceeds from sale of capital assets
Interest payments

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
[nvestment in equity investees
[nvestment income proceeds

Net cash provided by investing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying independent auditors’ report.
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$

$

Shelby County
Health Care

Shelby County
Health Care

Schedule 6

Corporation Properties, Inc. Combined
335,009,290 — 335,009,290
25,309,908 298,003 25,607,911
(208,262,648) (49,950) (208,312,598)
(180,016,276) -— (180.016,276)
(27,959,726) 248,053 (27,711,673)
26,816,000 — 26,816,000
26,816,000 — 26,816,000
(11,893,966) - (11,893,966)
22,169 S 22,169
31,398 — 31,398
(82,291) (269,625) (351,916)
(11,922,690) (269,625) (12,192,315)
(238,329,755) — (238,329,755)
249,085,424 — 249,085,424
(1,300,000) — (1,300,000)
3,345,720 — 3,345,720
12,801,389 — 12,801,389
(265,027) (21,572) (286,599)
9,981,833 583.710 10,565,543
9,716,806 562,138 10,278,944




SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Roster of Management Officials and Board Members
June 30,2016
(Unaudited)

Management Officials

Reginald Coopwood, M.D., President and CEO

Eric Benink, M.D., Senior Vice President/Chief Medical Officer

Pam Castleman, MSN, Senior Vice President/Chief Nursing Officer

Sarah Colley, Senior Vice President

Susan Cooper, RN, MSN, FAAN, Senior Vice President/Chief Integration Officer
Jackie Lucas, FACHE, Senior Vice President/CIO

Tammie Ritchey, CFRE, Vice President of Development/Foundation Executive Director
Robert Sumter, Ph.D., Executive Vice President/COO

Tish Towns, FACHE, Senior Vice President, External Relations

Rick Wagers, MBA, Senior Executive Vice President/CFO

Monica Wharton, ESQ, Senior Vice President/Chief Legal Counsel

Board Members

Ken Brown, Ph.D.

Pam Brown

Tyrone Burroughs

Ronald Coleman

Judy Edge

William D. Evans, Pharm.D.
James Freeman, M.D.

Brenda Hardy, M.D.

Edith Kelly-Green

Scot Lenoir

Scott McCormick
Commissioner Reginald Milton
David Popwell

Phil Shannon

John Vergos

See accompanying independent auditors’ report.
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Attachment B.EconomicFeasibility.F.1

Regional One Health - Extended Care Hospital

Statement of Revenue and Expenses

June 30, 2017
($ in Thousands)

Volume

Operational Indicators

Twelve Months Ending June 30

2017 2017
Actual Budget
Patient Service Revenue
$ 5,324 3 4,922 Inpatient Revenue
- - Qutpatient Revenue
$ 5,324 $ 4,922 Gross Patient Service Revenue
Deductions from Revenue
$ 3,172 $ 3,695 Contractual Adjustments
397 24 Charity Care
466 123 Provision for Bad Debts
$ 4,035 $ 3,742 Total Deductions from Revenue
$ 1,289 $ 1,180 Net Patient Revenue
$ - $ - Other Operating Revenue
$ 1,289 $ 1,180 Net Revenue
Operating Expenses
$ 511 $ 481 Salary Expense
109 107 Employee Benefits
210 183 Supplies
281 237 Other Expenses
20 14 Operation of Plant
86 72 Lease Expense
$ 1,217 $ 1,094 Total Operating Expenses
$ 72 $ 86 Net Income
607 630 Inpatient Days
16 21 Inpatient Discharges
37.9 30.0 Average Length of Stay
$ 8,771 $ 7,813 Gross Patient Revenue per Pat Day
$ 2,124 $ 1,873 Net Patient Revenue per Pat Day
$ 2,004 $ 1,737 Total Operating Exp per Pat Day
$ 1,022 $ 933 Salaries,Wages,Benefits per Pat Day
$ 346 $ 290 Supplies per Pat Day
$ 636 $ 513 Other Expenses per Pat Day
$ 332,749 $ 234,381 Gross Patient Revenue per Discharge
$ 80,561 $ 56,190 Net Patient Revenue per Discharge
$ 76,043 $ 52,095 Total Operating Exp per Discharge
$ 38,774 $ 28,000 Salaries,Wages,Benefits per Discharge
$ 13,123 $ 8,714 Supplies per Discharge
$ 24,145 $ 15,381 Other Expenses per Discharge

2016-17 2016-17
Actual Budget

$ 62,710 $ 59,171
3 62,710 3 59,171
$ 48430 $ 43,220
280 294
599 1,479
$ 49,309 $ 44,993
$ 13,401 $ 14,178

$ - $ -
$ 13,401 $ 14,178
$ 5875 $ 5,873
1,019 1,288
1,966 2,206
2,720 2,842
238 166
948 870
$ 12,767 $ 13,244
$ 634 $ 934
7,378 7,574
192 255
38.4 29.7
$ 8,500 $ 7,812
$ 1,816 $ 1,872
$ 1,730 $ 1,749
$ 934 $ 945
$ 267 3 291
$ 529 $ 512
$ 326,614 $ 232,043
$ 69,798 $ 55,599
$ 66,493 $ 51,937
$ 35,910 $ 28,082
$ 10,242 $ 8,649
$ 20,342 $ 15,205
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Regional One Health - Extended Care Hospital
Balance Sheet
June 30, 2017
($ in Thousands)

Assets

Current Assets:
Cash and Cash Equivalents
Investments, market value
Cash and Investments, net of Board Designated

Patient Accounts Receivable-LTACH
Less Allowances for Contractual & Uncompensated Care-LTACH
Patient Accounts Receivable, net-LTACH

Other Accounts Receivable
Due from Affiliates
Prepaid Expenses

Total Current Assets

Total Assets

Liabilities & Fund Balance

Current Liabilities:
Accounts Payable
Accrued Expenses
Compensated Absences
Deferred Revenue

Total Current Liabilities

Fund Balance:
Revenue over (under) Expenses, Current Year
Unrestricted Fund Balance

Total Liabilities & Fund Balance

June
2017

$ 4,680
4,680
17,092

(8,999)
8,093

61
12,834

$ 12,834

$ 378
408
202

988

634
11,212

$ 12,834
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June 30, 2017
($ in Thousands)

Gross Patient Service Revenue

Total Deductions from Revenue

Volume

Operational Indicators

Regional One Health - Extended Care Hospital

Statement of Revenue and Expenses

Twelve Months Ending June 30

Gross Patient Revenue per Pat Day
Net Patient Revenue per Pat Day

Total Operating Exp per Pat Day
Salaries,Wages,Benefits per Pat Day

Gross Patient Revenue per Discharge

Net Patient Revenue per Discharge

Total Operating Exp per Discharge

Salaries,Wages,Benefits per Discharge

2017 2017
Actual Budaget
Patient Service Revenue
$ 5,324 $ 4,922 Inpatient Revenue
- - Outpatient Revenue
$ 5,324 $ 4,822
Deductions from Revenue
$ 3,172 $ 3,595 Contractual Adjustments
397 24 Charity Care
466 123 Provision for Bad Debts
$ 4,035 § 3,742
3 1,289 $ 1,180 Net Patient Revenue
$ - 3 - Other Operating Revenue
$ 1,289 $ 1,180 Net Revenue
Operating Expenses
$ 511 $ 481 Salary Expense
109 107 Employee Benefits
210 183 Supplies
281 237 Other Expenses
20 14 Operation of Plant
86 72 Lease Expense
$ 1,217 $ 1,094 Total Operating Expenses
$ 72 $ 86 Net Income
607 630 Inpatient Days
16 21 Inpatient Discharges
37.9 30.0 Average Length of Stay
$ 8,771 $ 7,813
$ 2,124 $ 1,873
3 2,004 $ 1,737
$ 1,022 $ 933
$ 346 $ 290 Supplies per Pat Day
$ 636 $ 513 Other Expenses per Pat Day
$ 332,749 $ 234,381
$ 80,561 3 56,190
$ 76,043 $ 52,095
$ 38,774 $ 28,000
$ 13,123 $ 8,714 Supplies per Discharge
$ 24,145 $ 15,381

Other Expenses per Discharge

2016-17 2016-17
Actual Budget
$ 62,710 $ 59,171
$ 62,710 $ 59,171
$ 48,430 $ 43,220
280 294
599 1,479
$ 49,309 $ 44,993
$ 13,401 $ 14,178
$ - $ -
$ 13,401 $ 14,178
$ 5,875 $ 5,873
1,019 1,288
1,966 2,206
2,720 2,842
238 166
948 870
$ 12,767 $ 13,244
$ 634 $ 934
7,378 7.574
192 255
38.4 29.7
$ 8,500 $ 7,812
$ 1,816 $ 1,872
$ 1,730 $ 1,749
$ 934 $ 945
$ 267 $ 291
$ 529 $ 512
$ 326,614 $ 232,043
$ 69,798 $ 55,599
$ 66,493 $ 51,937
$ 35,910 $ 28,082
$ 10,242 $ 8,649
$ 20,342 $ 15,205
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Attachment B.OrderlyDevelopment.C.3

8500021350

AGREEMENT FOR THE PROVISION OF GRADUATE MEDICAL EDUCA TION
AT THE REGIONAL MEBICAL CENTER AT MEMPHIS

THIS AGREEMENT is made and entered into this 1* day of July, 2011, by and
between the University of Tennessee and its College of Medicine (the “UNIVERSITY™), and
The Shelby County Health Care Corporation d/b/a Regional Medical Center at Memphis (“The

MED").
WITNESSETH

WHEREAS, the parties have operated under a master contract governing the provision
of graduate medical education (“GME”) at The MED for many years; and

WHEREAS, the UNIVERSITY’S educational programs are intended to provide
- Students and Residents with a variety of structured learnlng experiences, including the

participation in patient care activities;

WHEREAS, the parties acknowledge the fact that high quality medical care for patients
in a hospital settmg is often associated with the participation of medical students and reSIdents

participating in accredited GME programs;

WHEREAS, both the UNIVERSITY and The MED will benefit from the part101pat10n of
Students and Residents providing patient care at The MED under appropriate supervision from

UNIVERSITY faculty physicians;

WHEREAS, the UNIVERSITY acknowledges the importance of The MED with respect
to its overall GME Programs and intends to provide The MED with a decision making role in its
consortium commensurate with The MED’s importance as set forth in this agreement;

NOW, THEREFORE, in consideration of the mutual agreement and covenants of the
parties and for other good valuable consideration, the parties agree as follows:

L GENERAL INFORMATION-It is understood and agreed that:

A. The term “Resident” shall include House Staff, House Officers, and Fellows
participating under the auspices of the University in a GME program approved or
recognized by the Accreditation Council on Graduate Medical Education
(“ACGME™). “Resident” shall include House Staff, House Officers, and Fellows
participating under the auspices of the University in the Burn Fellowship or in
Oral Surgery. The term “Student” shall refer to a person enrolled as an
undergraduate in the College of Medicine.

B. It is understood by both parties that Students and Residents subject to this
Agreement, while participating to any extent in patient care activities, will be
permitted access to The MED premises for the exclusive purpose of medical
training by the UNIVERSITY, as an adjunct to the patient care activities taking




II.

place at the MED and its facilities and are not, by virtue of such actions,
considered employees, agents, or servants of The MED for any purpose.

The UNIVERSITY is responsible for the control and supervision of the Students
and Residents and acknowledges sole responsibility for directing all aspects of
their medical education.

Throughout the term of this Agreement, Residents are employees of The State of
Tennessee, of which the University is a part. Resident's salary and benefits arc
provided and paid by The UNIVERSITY or the State, althongh they will be
reimbursed as provided herein below by The MED.

The UNIVERSITY Residents are covered as Stite employees under the
provisions of the Tennessee Claims Commission Act (1985). Evidence of current
malpractice coverage reflecting inclusive dates and limitations, if any, will be

provided to The MED upon request.

TERMS OF PERFORMANCE

A,

Resident Services

1. Staffing and Supervision:
a. The UNIVERSITY agrees fo provide The MED with a house staff

of GME Residents in accordance with the staffing levels and
departmental distribution specified in Exhibit B. House staff,
including all persons enrolled in GME programs through the
UNIVERSITY, shall be referred to in this Agresment as
“Residents.” The UNIVERSITY shall be solely responsible for
recruiting, designating, assigning and training Residents at The
MED. The average number and general distribution of Residents
assigned to The MED shall be negotiated annually by the
Associate Dean for GME and the Chief Medical Officer as Exhibit
B and shall be determined no later than May 1 for the academic
year which begins the following July. Periodic review shall be at
least quarterly or at the request of the Chief Medical Officer at The
MED. The numbers last in effect will not be changed in
subsequent years without the express agreement of The MED and
the UNIVERSITY. In partici